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84TH CONGRESS i SENATE REPORT 
1st Session No. 1177 


ADDITIONAL FUNDS FOR OPERATING EXPENSES OF THE 
COMMITTEE ON LABOR AND PUBLIC WELFARE 


JuLY 28, 1955 —Ordered to be printed 


Mr. Hitt, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany S. Res 132] 


The Committee on Labor and Public Welfare, to whom was referred 
the resolution (S. Res. 132), increasing the limit of expenditures of the 
committee, report favorably thereon without amendment and recom- 
mend that the resolution do pass. 


PURPOSE OF THE RESOLUTION 


The resolution provides additional funds for the operating expenses 
of the Committee on Labor and Public Welfare, including the cost of 
hearings and miscellaneous expenses. None of the funds authorized 
may be used for the employment of personnel. 
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84TH CONGRESS ! SENATE i REPORT 
No. 1178 


Ist Session 


STUDY OF TECHNICAL ASSISTANCE PROGRAMS 


Jury 28, 1955.—Ordered to be printed 


Mr. Green, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 1331 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 133) increasing funds for a study by the Com- 
mittee on Foreign Relations of technical assistance and related pro- 
grams, having considered same, report favorably thereon without 
amendment and recommend that the resolution be agreed to by the 
Senate. 

This resolution would provide $15,000 in additional funds for a 
review of technical assistance and related programs by the Subcom- 
mittee on Technical Assistance Programs of the Committee on 
Foreign Relations undertaken pursuant to Senate Resolution 36 
(84th Cong., 1st sess.) agreed to February 4, 1955. No change would 
be made in the date, January 31, 1956, on which such review is to end. 

The necessity for this resolution is explained in Senate Report No. 
1021 (84th Cong., Ist sess.), and in the following letter from the chair- 
man of the subcommittee, Senator Mike Mansfield, to the chairman 
of the Committee on Rules and Administration, Senator Theodore 
Francis Green. A budget for the new funds, and the unexpended 
balance of the old, also follows. 

UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
July 20, 1955. 
Hon. THEODORE FRANCIS GREEN, 


Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

DEAR SENATOR GREEN: Senate Resolution 133, increasing funds for a study by 
the Committee on Foreign Relations of technical assistance and related programs, 
has been referred to the Committee on Rules and Administration. 

The resolution, which was favorably reported by the Committee on Foreign 
Relations on July 19, would provide an additional $15,000 to the subcommittee 
which is making the study referred to. 
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2 STUDY OF TECHNICAL ASSISTANCE PROGRAMS 


Senate Resolution 214 of the 83d Congress which created this subcommittee 

rovided $40,000 for the study. These funds lapsed January 31, 1955. Senate 

esolution 36 of the 84th Congress continued the subcommittee for an additional 
year and provided $24,000 for its expenses. "This was the amount which was 
carried on the books of the Senate disbursing office at that time as unexpended, 
In fact, however, the subcommittee’s unexpended balance was $15,000 greater 
due to the fact that the subcommittee had been advanced $15,000 to cover 
anticipated expenses which did not materialize. This advance was subsequently 
returned to the disbursing office and lapsed along with the balance of the sub- 
committee’s original funds. 

It will thus be seen that Senate Resolution 133 will merely restore the sub- 
committee’s funds to the amount originally budgeted. 

I am enclosing a copy of the report of the committee on Foreign Relations on 
Senate Resolution 133, as well as a memorandum showing in more detail the 
purposes for which it is contemplated that the additional funds will be used, 

I will very much appreciate it if the Committee on Rules and Administration 
can consider this matter so that it can be acted upon before Congress adjourns, 

Sincerely yours, 
Mike MANSFIELD, 
Chairman, Subcommittee on Technical Assistance Programs. 


Budget July 9, 1955, to Jan. 31, 1956, inclusive, Subcommittee on Technical Assist- 
ance Programs, Committee on Foreign Relations (S. Res. 36, agreed to Feb, 4, 
1955) 


Unexpended balance as of July 9, 1955 $17. 496 


Additional funds provided by S. Res. 133 15, 000 


Total available July 9, 1955 32, 496. 


PROPOSED EXPENDITURES 
Salaries: 
Assistant clerk at basic rate of $2,040, gross rate of $4,090.46, 7 
months (July 1 to Jan. 31) plus retroactive pay increase to 
O OUE < EENS dese dk oo Sr ae 2. 480. 
2 consultants at per diem rate of $37.82 for 60 days each 4, 538. 
Expenses: 
Travel of subeommittee members and staff to countries receiving 
technical assistance from the United States , 400 
. 000. 


32, 419. 2 
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84TH CONGRESS } Report 
1st Session í No. 1179 





INVESTIGATION OF THE NARCOTICS PROBLEM 


JuLYv 28, 1955.—Ordered to be printed 


Mr. Green, from the Committee on Rules and Administration, sub- 
mitted the following 


REPORT 


[To accompany S. Res. 137] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 137) increasing the limit of expenditures by the 
Committee on the Judiciary, having considered same, report favorably 
thereon without amendment and recommend that the resolution be 
agreed to by the Senate. 

This resolution would expand the funds previously authorized by 
Senate Resolution 67 (84th Cong., Ist sess.), agreed to March 18, 1955, 
by $20,000 for the purpose of conducting a full and complete study of 
the narcotics problem in the United States, including ways and means 
of improving the Federal Criminal Code and other laws and enforce- 
ment procedures dealing with the possession, sale, and transportation 
of narcotics, marihuana, and similar drugs. Such study would end on 
January 31, 1956. 

The amount previously authorized for this investigation by Senate 
Resolution 67 was $30,000 to which this resolution would add $20,000 
for a total of $50,000. 

The requirements and necessity for the new amount are explained 
in a letter addressed by Senator Harley M. Kilgore, chairman of the 
Committee on the Judiciary, to the chairman of the Committee on 
Rules and Administration, Senator Theodore Francis Green, as follows: 

UNITED STATES SENATE, 
COMMITTEE ON THE JUDICIARY, 
July 21, 1955. 
Hon. THEODORE FRANCIS GREEN, 


Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

DEAR SENATOR GREEN: This is in reference to the resolution reported by the 
Committee on the Judiciary, providing that the limitation of expenditures under 
Senate Resolution 67, 84th Congress, agreed to March 18, 1955, be increased by 
$20,000 for the purpose of continuing the investigation into the narcotics problem 
in the United States to determine the necessity for additional enforcement pro- 
visions, as well as to undertake the codification of the statutes on the subject. 
Attached is the proposed budget for the period August 1, 1955, through January 
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2 INVESTIGATION OF THE NARCOTICS PROBLEM 


31, 1956, of the Subcommittee on Improvements in the Federal Criminal Code 
which has undertaken this study. 

You will recall that the subcommittee originally requested and was authorized 
a budget of $30,000. Expenditures of $7,750.50 are estimated as of July 31, 1955, 
which will leave an estimated unexpended balance of $22,249.50. 

The proposed increase in funds is primarily necessary to meet the costs of 
(1) an additional investigator and one additional clerical assistant; (2) travel to 
and from selected cities in the United States where hearings should be held; and 
(3) transcripts by official reporters. In this connection, experience has proved 
the expenses involved in travel, per diem, and transcripts of hearings to be far 
greater than estimated in the original budget. 

The present staff of the subcommittee consists of 3 regular employees, i. e., a 
chief counsel, an investigator, and 1 clerical assistant. One temporary employee 
was hired for a 15-day period beginning July 16, 1955, to perform a specialized 
records task 

The work of the subcommittee is well underway. Since June 1, 12 days of open 
hearings have been held in Washington. Philadelphia, and New York, during 
which 100 witnesses have testified for a total of 2,330 pages of pertinent testimony 
Innumerable practical recommendations for improving the Federal laws relating 
to the control of the illicit narcoties traffic have been received from Federal, 
State, and city officials and are now under study by the subcommittee. Moreover 
evidence before the subcommittee clearly indicates that a major overhaul of 
Federal narcotics laws is urgently needed 

The Committee on the Judiciary respectfully requests the favorable considera- 
tion of your committee on Senate Resolution 137 

With kindest regards, I am, 

Sincerely yours, 
HarLEY M. KILGORE, 
Chairman. 


A proposed budget of the subcommittee investigating the narcotics 
problem, inclusive of old and new funds, is as follows: 


Proposed budget of Subcommittee on Improvements of the Federal Criminal Code of the 
Committee on the Judiciary for the period of Aug. 1, 1955, to Jan. 31, 1956 


STAFF EXPENSE 
Position yy i ase salary | 


— 


Btaff: 

Legal and investigative: | 
General counsel ü | $8,000.00 | $13,617 
Investigators XL | 21 5, 280. 00 9, 575 

Administrative and clerical: Clerical as- | 
sistant 


ADMINISTRATIVE 


, 000, 00 
. 200. 00 
2, 800. 00 
, O00, 00 
, 000. 00 

26. 54 


0926. 54 


Travel (inclusive of feld investigations, field hearings) 
Hearings (inclusive of reporters fees) . 

Witness fees, expenses ; 

Stationery office supplies.... PPA 
Communications (telephone, telegraph, postage) 
Contingent fund * 


Total 


Approximate unexpended balance of S. Res. 67, July 31, 1955 
ö a ——— — elsi e 20, 000. 00 


Total 42, 249. 50 
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84rTH CONGRESS l SENATE f REPORT 
1st Session No. 1180 


CONFERENCE REPORTS 


JvLY 28, 1955.— Ordered to be printed 


— —————— 


Mr. Green, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 36] 


The Committee on Rules and Administration to whom was referred 
the concurrent resolution (S. Con. Res. 36) requiring conference 
reports to be accompanied by statements signed by a majority of the 
managers of each House, having considered same, report favorably 
thereon without amendment and recommend that the concurrent 
resolution be agreed to by the Senate. 

This concurrent resolution is identical with Senate Concurrent 
Resolution 1 (82d Cong., Ist sess.), agreed to April 11, 1951 (Rept. 
No. 174), and Senate Concurrent Resolution 79 (SIst Cong., Ist 
sess.), agreed to September 15, 1950 (Rept. No. 2575). Both measures 
died in the House of Representatives after being passed by the Senate. 

The need for the provision of rule which this concurrent resolution 
would specify, the committee believes, is still pressing and insistent. 

As a result of complaints made by various Members of the House of 
Representatives some 75 vears ago, the House adopted a rule on 
February 27, 1880, requiring every conference report to be accom- 
panied by a detailed statement designed to inform the House what 
effect matter contained in the report would have upon the measures 
to which they relate. This rule is part of rule XXVIII of the House, 
and is still in effect, as follows: 

(c) And there shall accompany every such report a detailed statement suffi- 


ciently explicit to inform the House what effect such amendments or propositions 
will have upon the measures to which they relate. 


The Senate has no comparable rule although there have been 
occasions when Senators, or even a majority of Senate conferees, 
have submitted statements for the Record which have given their 
interpretations of the conference report ultimately agreed upon. 
Under this concurrent resolution, such statements would hereafter 
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2 CONFERENCE REPORTS 


be part of the official record, and would have the concurrence of a 
majority of the House, as well as the Senate managers, before being 
accepted. Nothing would forbid the presentation of voluntary state- 
ments or explanations, but the joint report of the committee of con- 
ference would be the one official explanation. 

One of the principal bearings of this concurrent resolution also 
would be on the courts. In this respect quotations from a report 
prepared by the Legislative Counsel of the Senate during the 82d 
Congress are pertinent and to the point. 


Over the years, and especially in more recent years, the courts have come to 
use the statement of the managers with increasing frequency as an extrinsic aid 
in helping them determine the intent of Congress. The courts give as much 
weight to such statement as they do to the committee reports prepared by the 
standing committees which accompany proposed legislation reported out of such 
committees. In instances where a bill is almost completely rewritten in con- 
ference, the statement is the best extrinsic aid available to the court in determining 
intent. 

Since the statement has become, and will continue to be, an important part 
of the legislative history of enactments of the Congress, it would seem desirable to 
have the Senate conferees join with the House conferees in writing such statement 
As a practical matter, the Senate conferees can today insist upon collaboration 
with the House conferees on the text of the statement, since they can refuse to 
agree to the conference report unless an agreement can be reached as to the matter 
to be included in the statement. However, in the interest of orderly parliamen- 
tary procedure, a change in the rules such as is proposed in the pending resolution 
would seem to be the better approach. 

Unless the courts, the administrative agencies, and the practicing attorney can 
go to one statement, joined in by a majority of the conferees of both Houses, for 
a determination of the intent of Congress, they are faced with an unnecessary and 
difficult problem in attempting to determine such intent. It is quite possible 
that a court would feel it necessary to disregard all such explanatory statements 
containing conflicting interpretations and exercise its own judgment as to intent 
which conceivably could be contrary to the intent of a majority of the Congress 
(Rept. No. 174, 82d Cong., Ist sess.). 

O 
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84TH CONGRESS l SENATE i REPORT 
1st Session No. 1181 


LEGISLATIVE APPROPRIATION BILL, 1956 
JuLv 28, 1955.— Ordered to be printed 


Mr. CLEMENTS, from the Committee on Appropriations, submitted 
the following 


REPORT 


~ - 


[To accompany H. R. 7117] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 7117) making appropriations for the legislative branch for the 


fiscal year ending June 30, 1956, and for other purposes, report the 
same to the Senate with various amendments and present herewith 
information relative to the changes made. 


Amount of bill as passed House $66, 298, 175 
Amount of increase by Senate committee 26, 625, 852 
Amount of bill as reported to Senate 92, 924, 027 
Amount of appropriations, 1955 85, 930, 949 
Amount of regular and supplemental estimates for 1956. 92, 641, 411 
The bill as reported to the Senate— 
Over the estimates for 1956 282, 616 
Over the appropriations for 1955 6, 993, 078 
GENERAL STATEMENT 
The bill provides for the legislative branch $92,924,027, which is 
$26,625,852 in excess of the amount proposed by the House; $282,616 


in excess of the budget estimates; and $6,993,078 over the appropria- 
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journal clerk, $3,000; messenger, disbursing office, $2,040; reference assistant, $2,452 


2 LEGISLATIVE APPROPRIATION BILL, 1956 


tions for 1955. The large increase over the House bill is due to the 
fact that following the practice adopted by the House no action was 
taken by that body on purely Senate items. This accounts for 
$25,802,410 of the increase. 

SENATE 


OFFICE OF THE SECRETARY 


_ The committee had before it a plan for the reorganization of the 
Secretary’s Office which was the basis for the recommended changes in 
that Office. The following paragraph indicates the changes made 


OFFICE OF THE SECRETARY 


For Office of the Seerctary, $521,845: Provided, That effective August 1, 1955, th 
gross annual compensation of the Secretary of the Senate shall be $17,500; and th 
basic annual compensation of the following positions shall be: Chicf Clerk, $8,820 in 
lieu of $7,500; Parliamentarian, $8,820 in lieu of $14,297.50, and Public Law 25. 
Eighty-second Congress, is hereby amended insofar as it applies to the compensatio: 
of the Parliamentarian of the Senate by deleting ‘‘so long as the position is held by the 
present incumbent" ; Assistant Parliamentarian, $7,260 in lieu of $7,000, and Public 
Law 470, Eighty- Third Congress, is hereby amended insofar as it applies to the com- 
pensation of the Assistant Parliamentarian by deleting ‘‘so long as the position is held 
by the present incumbent" ; legislative clerk, $7,260 in lieu of $7,000; journal cleri 
$7,260 in lieu of $7,000; financial clerk, $8,820 in lieu of $7,820; executive cle 
$4,500 in lieu of $4,380; secretary, $4,500 in lieu of $4,100; assistant secre 
$3,420 in lieu of $3,380; clerk of enrolled bills, $4,500 in lieu of $3,900; secretary to 
Parliamentarian, $3,000 in lieu of $3,180; custodian of records, $3,000 in lieu « 
$3,180; assistant bill clerk, $3,000 in lieu of journal index clerk, $2,460; bookkeepe 
$3,960 in lieu of clerk, $3,960; retirement clerk, $3,420 in lieu of clerk, $3,420; clerk, 
$2,520 in lieu of stockroom clerk, $2,460; assistant chief messenger, $2,220 in licu of 
clerk, $2,220; reference assistant, $2,520 in lieu of clerk, $2,040; two assistants tn doc 
ment room at $2,520 each in lieu of two clerks at $1,980 each; superintendent, docu- 
ment room, $5,580 in lieu of $5,500; assistant superintendent, document room, $4,938! 
in lieu of $4,000; first assistant, document room, $3,180 in lieu of $3,420; secon 
assistant, document room, $3,060 in lieu of $2,460; four assistants in document r 
at $2,520 each in lieu of $2,220 each; chief messenger in document room, $ 
lieu of $1,980; librarian, $5,580 in lieu of $4,000; assistant. librarian, $4,8; 
lieu of $3,120; secretary in library, $3,060 in lieu of $2,220; legislative analyst, $. 
in lieu of $2,220; five reference assistants at $2,520 each in lieu of one reference assi 


nt 


) 
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ant at $2.700, one reference assistant at $2,640, one reference assistant at $2,460, one 
reference assistant at $1,980, and one reference assistant at $1,800; messenger, $2,0 

in lieu of chief of library stacks, $1,860; chief messenger in library, $2,280 in liew 

$1,740; keeper of stationery, $5,580 in lieu of $4,000; assistant k« eper of stationer 

$4,380 in lieu of $2,880; two clerks at $2,520 each in lieu of one clerk at $2,700 and 
one clerk at $2,040; special officer in disbursing office, $2,700 in lieu of special officer, 
$2,520; messenger, $2,040 in lieu of special officer, $2,520; chief clerk, stationery room, 
$3,180 in lieu of press liaison. $2,880; bookkeeper, stationery room, $3,060 in lieu of 
assistant at the press door, $2,160; chief messenger in secretary’s office, 82,460 in lieu oj 
$2,400; chief messenger in disbursing office, $2,280 in lieu of $1,920; assistant chief 
messenger, $2,100 in lieu of aide to the Vice President, $2,460; eight messengers at 
$2,040 each in lieu of five messengers at $1,980 each, one messenger at $1,800, and two 
messengers at $1,620 each; clerk, $2,340; clerk, $2,460; assistant to the majority, 
,320 in lieu of $8,000; assistant 


$7,820 in lieu of $8,000; assistant to the minority, $? 


three messengers at $2,040 each; and the basic amount available for clerical assistance 
and readjusiment of salaries in the disbursing office is increased by $5,220. 


CHAPLAIN 


The committee recommends that the compensation of the Chaplain 
be increased from $2,946 to $5,000. 





LEGISLATIVE APPROPRIATION BILL, 1956 


OFFICE OF THE SERGEANT AT ARMS 


The committee considered a number of requests for increased com- 
pensation and creation of new positions, including a reorganization of 
the Service Department. The committee recommendations are as 


follows: 
OFFICE OF SERGEANT AT ARMS AND DOORKEEPER 


For Office of Sergeant at Arms and Doorkeeper, $1,486,230: Provided, That, 
effective August 1, 1955, the gross annual compensation of the Sergeant at Arms 
shall be $17,500, and the basic annual compensation of the following positions shall be: 
secretary, $2,520 in lieu of clerk, $2,400; secretary, $2,460 in lieu of clerk, $2,160; 
three cabinetmakers at $2,640 each in lieu of $2,520 each; finisher, $2,640 in lieu of 
$2,520; upholsterer, $2,640 in leu of $2,520; laborer in charge of private passage, 
$2,460 in lieu of $2,400; two female attendanis, ladies’ retiring room, at $1,860 each in 
lieu of $1,800 each; three laborers at $1,980 each in lieu of $1,920 each; three skilled 
laborers at $1,920 each and one skilled laborer at $1,980 in lieu of four skilled laborers 
at $1,920 each; one laborer at $1,740, twenty-seven laborers at $1,680 each, and three 
laborers at $1,620 each in lieu of twenty-nine laborers at $1,620 each; assistant chief 
janitor, $2,460 in lieu of $2,400; night foreman, $1,980 in lieu of $1,920; superintend- 
ent, Press Gallery, $4,860 in lieu of $4,800; first assistant superintendent, Press Gal- 
lery, $4,200 in lieu of assistant superintendent, Press Gallery, $4,100; second assistant 
superintendent, Press Gallery, $2,880 in lieu of assistant superintendent, Press 
Gallery, $2,800; third assistant. superintender t, Press Gallery, $2,880 in lieu of 
assistant superintendent, Press Gallery, $2,800; fourth assistant superintendent, 
Press Gallery, $2,280 in lieu of assistant superintendent, Press Galery, $2,200; 
secretary, Press Gallery, $1,860 in lieu of clerk, Press Gallery, $1,800; swperin- 
tendent, Radio Press Gallery, $4,800 in iieu of $4,700; first assistant superintendent, 
Radio Press Gallery, $3,060 in lieu of assistant in Radio Press Gallery, $3,000; 
second assistant superintendent, Radio Press Gallery, $2,940 in lieu of assistant in 
Radio Press Gallery, $2,850; third assistant superintendent, Radio Press Gallery, 
$2,580 in lieu of assistant in Radio Press Gallery, $2,500; superintendent, Periodical 
Press Gallery, $4,200 in lieu of $4,100; superintendent, service department, $4,800 
in lieu of $4,880; assistant superintendent, service department, $3,960 in lieu of 
$2,760; foreman of duplicating department, $2,880 in lieu of $2,520; chief machine 
operator, $2,760 in lieu of $2,700; foreman, repairmen, $2,760 in lieu of clerk, 
$2,460; three offset press operators at $2,340 each in lieu of $2,220 each; three mimeo- 
graph operators at $1,920 each in lieu of two mimeograph operators at $1,800 each; 
clerk-typist, $1,920, photostat operator, $2,400, photostat helper, $1,920, four addresso- 
graph operators at $2,160 each, machine operator, $1,860, file clerk, $1,920, two 
messengers at $1,740 each, and a technical clerk, $2,160 in lieu of twelve machine 
operators at $1,740 each; chief clerk, Deputy Sergeant at Arms, $3,240; assistant 
chief clerk, Deputy Sergeant at Arms, $2,220; two mail carriers at $2,100 each; 
secrelary to superintendent, Service Department, $2,760; supervisor, addressograph 
section, $2,700; two offset press operators at $2,160 each; assistant chief machine 
operator, $2,520; four messengers at $1,740 each; supervisor, supply section, $2,700; 
repairman, $2,580; repairman, $2,520; file clerk, $1,980; five warehousemen at 
$1,800 each; stockroom clerk, $2,460; special officer, $2,520; press liaison, $2,880; 
assistant ai the press door, $2,160; messenger at card door, $3,060; messenger, $2,160; 
wagonmaster, $2,580 in lieu of $2,520; assistant wagonmaster, $2,160 in lieu of 
$2,100, and thc positions, wagonmaster and assistant wagonmaster, are hereby trans- 
ferred to the jurisdiction of the Service Department; postmaster, $5,580 in lieu of 
$5,000; procurement officer, auditor, and Deputy Sergeant at. Arms, $7,820 in lieu 
of $6,480; foreman of warehouse, Service Department, $2,640 in lieu of $2,580; 
three clerks at $2,220 each in lieu of $2.160 each; file clerk, $2,040 in lieu of $1,980; 
clerk in Service Department, $2,040 in lieu of $1,980; and twenty-four pages at 
$1,800 each in lieu of twenty-cight pages at $1,800 each; clerk, $4,440 in lieu of 
$4,260, 


OFFICE OF THE MAJORITY AND MINORITY WHIPS 


The committee has provided the sum of $16,405 for 2 clerical 
assistants, 1 for the majority whip and 1 for the minority whip at 
a basic compensation of $4,440 each. This amount also includes the 
7X-percent increased pay. 
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4 LEGISLATIVE APPROPRIATION BILL, 1956 


CONFERENCE COMMITTEES 


The committee recommends an appropriation of $40,000 for each 
of the conference committees, which amount includes the 7 X-percent 
pay increase. 

CONTINGENT EXPENSES OF THE SENATE 


SENATE POLICY COMMITTEES 


The sum of $95,000 is made available for each of the policy committees, which 
amount includes the 74 per centum pay increase. 


JOINT COMMITTEE ON PRINTING 


The committee proposes an appropriation of $57,595 for the Joint 
Committee on Printing of which $49,585 is made available for salaries. 
This latter amount includes the 7-percent pay increase. 


CONTINGENT EXPENSES OF THE SENATE 
AIRMAIL AND SPECIAL-DELIVERY STAMPS 


The following provision relative to airmail and special-delivery 
stamps for Senators has been added to the bill: 


Airmail and special-delivery stamps: For airmail and special-delivery stamps for 
Senators and the President of the Senate, as authorized by law, $19,400, and the 
maximum allowance per capita of $209 is increased to $300 for the fiscal year 1956 
and thereafter. 

STATIONERY 


It is recommended by the committee that the stationery allowance 
for Senators be increased from $1,200 to $1,800 per annum. To ac- 
complish this the following paragraph has been added to the bill: 


Stationery: For stationery for Senators and for the President of the Senate, including 
$10,000 for stationery for committees and officers of the Senate, $184,600: Provided, 
That commencing with the fiscal year 1956 and thereafier the allowance for stationery 
for each Senator and for the President of the Senate shall be at the rate of $1,800 
per annum. 


GENERAL PROVISIONS 


The committee recommends the inclusion of the following paragraph 
dealing with per diem and subsistence expenses: 


No part of the foregoing appropriations made under the heading “Contingent ex- 
penses of the Senate" may be expended for per diem and subsistence expenses (as 
defined in the Travel Expense Act of 1949, as amended) at rates in excess of $12 per 
day; except that (1) higher rates may be established by the Committee on Rules and 
Administration for travel beyond the limits of the continental United States, and (2) 
in accordance with regulations prescribed by the Committee on Rules and Administra- 
tion of the Senate, reimbursement for such expenses may be made on an actual expense 
basis at not to exceed $25 per day in the case of travel within the continental limits of 
the United States. 


The following paragraph relating to stenographic assistance of 
committees is proposed: 


Compensation for stenographic assistance of committees paid out of the foregoing 
items under “‘Contingent expenses of the Senate” shall be computed at such rates and 
in accordance with such regulations as may be prescribed by the Committee on Rules 


and Administration, notwithstanding, and without regard to, any other provision of 
law. 
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The committee has added to the bill the following paragraph 
making provision for not to exceed two employees in each Senator’s 
office to be reimbursed for one round trip each fiscal year between 
Washington, D. C., and the Senator’s residence in his home State: 


The contingent fund of the Senate is hereby made available for reimbursement for 
mileage, at the rate of 10 cents per mile, for one round trip in each fiscal year by the 
nearest route usually traveled between Washington, D. C., and a Senator's residence 
in his own State not to exceed two employees in each Senator’s office, such reimburse- 
ment to be made on vouchers approved by the Senator and containing a certification 
by him that such travel was performed in line of official duty. 


COMMITTEE STAFFS 


The committee recommends the inclusion in the bill of a provision 
to authorize the basic compensation of 1 employee of each standing 
committee, each select committee, and each joint committee whose 
employees are paid from the contingent fund of the Senate, to be set 
at not to exceed $8,820 per annum; and the basic compensation of 
1 additional employee of each such committee to be set at $8,460 per 
annum. These basic rates provide for gross compensation of $14,800 
and $14,301.34, respectively. No change is recommended in the 
basic compensation of $8,000 established in the Legislative Reorgani- 
zation Act of 1946 with regard to members of clerical and professional 
staffs whose rates of compensation are established by that act. The 
basic rate of $8,000 per annum provides a gross compensation of 
$13,617.69. The following provision is recommended by the com- 
mittee to accomplish this purpose: 


The basic compensation of any employee of any joint committee of the Senate and 
House of Representatives whose basic compensation is paid from the contingent fund 
of the Senate, of any select committee of the Senate (including the conference majority 
and conference minority of the Senate), or of any subcommittee of a standing or select 
committee of the Senate, shall not exceed $8,000 per annum. Notwithstanding the 
foregoing provisions of this paragraph and the provisions of section 202 (e) of the 
Legislative Reorganization Act of 1946, as amended (2 U. S. C. 72a (e)), the joint 
resolution entitled “Joint resolution providing for a more effective staff organization 
for standing committees of the Senate”, approved February 19, 1947, as amended 
(2 U. S. C. 72a-1), and the paragraph under the heading “Senate Policy Committee” 
in the First Supplemental Appropriation Act, 1947, the basic compensation of one 
employee of each standing or select committee of the Senate (including the majority 
and minority policy committees and the majority conference of the Senate and the 
minority conference of the Senate), and each joint committee of the two Houses, the 
expenses of which are paid from the contingent fund of the Senate, whose basic com- 
pensation may be fixed under such provisions at a rate of $8,000 per annum, may be 
fixed at any rate not in excess of $8,820 per annum, and the basic compensation of 
one employee S each such commillee may be fixed at any rate not in excess of $8,460 
per annum. For the purpose of this paragraph, an employee of a subcommittee 
shall be considered to be an employee of the full committee. 

No officer or employee, whose compensation is disbursed by the Secretary of the 
Senate shall be paid basic compensation Gt a rate in excess of $8,820 per annum, 
or gross compensation at a rate in excess of $14,800 per annum, unless otherwise 
expressely authorized by this Act. 


It is recommended by the committee that the following paragraph 
be included in the bill: 


Notwithstanding any provision of law, service heretofore or hereafter performed as 
an employee of the Republican Senatoral Campaign Committee or the Democratic 
Senatorial Campaign Committee shall be considered for the purpose of the Civil 
Service Retirement Act of May 29, 1930, as amended, to be service as an employee in 
the legislative branch of the Government within the classes of officers and employees 
made eligible for the benefits of such Act by the Act of July 18, 1937. 
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LEGISLATIVE COUNSEL OF THE SENATE 


The committee recommends an appropriation of $153,000 for the 
Office of the Legislative Counsel of the Senate and provides that 
effective August 1, the gross annual compensation of the Legislative 
Counsel of the Senate shall be $14,800 per annum; and the basic 
compensation of assistant counsels in the Office of the Legislative 
Counsel of the Senate may be fixed at any rate not in excess of $8,400 
per annum, except that the basic compensation of 1 such assistant 
counsel may be fixed at any rate not in excess of $8,820 per annum, 
and the basic compensation of 2 other such assistant counsels may 
be fixed at any rate not in excess of $8,460 per annum, The amount 
proposed includes the 7% percent for pay increases, 


ARCHITECT OF THE CAPITOL 


OFFICE OF THE ARCHITECT OF THE CAPITOL 
SALARIES 


A language provision has been inserted in the bill fixing the salary 
of the Architect of the Capitol at $17,500 per annum; the Assistant 
Architect of the Capitol, $14,800 per annum; and Second Assistant 
Architect of the Capitol, $14,300 per annum. The amount included 
in the House bill under this head, $179,000, has been increased by 
$7,200 to finance these positions. 


CONTINGENT FUND 


The Architect of the Capitol requested a $50,000 contingent fund 
to meet unforeseen expenses which arise every year and necessitate 
under existing conditions, a supplemental appropriation. The House 
recommended. an appropriation for this purpose of $25,000. The 
committee recommends that the full amount be allowed and has also 
included language in the bill authorizing the transfer of the $50,000 
to any of the other appropriations under the control of the Architect 


CAPITOL BUILDINGS 


The committee recommends an appropriation of $1,160,100, an in- 
crease of $335,100 in the House bill. The additional funds will finance 
classification and preservation of drawings and other records, air 
conditioning of 9 rooms on the north terrace of the Senate wing of the 
Capitol, 2 additional elevators in the Senate wing of the Capitol, and 
other necessary miscellaneous functions. A language provision has 
been included in the bill limiting the amount which may be expended 
for repairs to the large painting “The Battle of Lake Erie" to $22,500 
and providing that the money be expended under the direction and 
approval of the chairman of the Senate Committee on Appropriations. 
This painting, which is located on the wall of the east stairway of the 
Senate wing of the Capitol, was seriously damaged in March of this 
year. The damage was apparently caused by some heavy object 
having been thrown from the Senate gallery floor through the painting. 


EXTENSION OF THE CAPITOL 


The committee concurs in the action of the House in providing an 
appropriation of $5 million for extension of the Capitol. The com- 
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mittee has included language in the bill providing that the amount 
authorized to be appropriated for this extension shall not exceed an 
additional $5 million. 


SUBWAY TRANSPORTATION 


The following customary language has been included in the bill: 


Subway transportation, Capitol and Senate Office Buildings: For maintenance, re- 
pairs, and rebuilding of the subway transportation system connecting the Senate 
Office Building with the Capitol, including personal and other services, $3,500. 


SENATE OFFICE BUILDING 


The following customary language with respect to the Senate Office 
Building has been included in the bill: 

Senate Office Building: For maintenance, miscellaneous items and supplies, in- 
cluding furniture, furnishings, and equipment, and for labor and material incident 
thereto, and repairs thereof; for purchase of waterproof wearing apparel and for per- 
sonal and other services; including five female attendants in charge of ladies’ retiring 
rooms at $1,800 each, for the care and operation of the Senate Office Building; to be 
expended under the control and supervision of the Architect of the Capitol in all, 
$960,690. 

Sufficient funds have been included under this head to purchase an 
ambulance stretcher, folding wheelchair, and two beds with necessary 
blankets and pillows for the emergency room in the Senate Office 
Building. 


ADDITIONAL OFFICE BUILDING FOR UNITED STATES SENATE 


The committee recommends an additional appropriation of 
$8,500,000 to continue construction of the additional office building 
forthe Senate. A contract for construction and equipment is expected 
to be awarded during August 1955. The following language has 
been inserted in the bill: 


ADDITIONAL OFFICE BUILDING FOR THE UNITED STATES SENATE 


Construction and equipment of additional Senate Office Building: To enable the 
Architect of the Capitol, under the direction of the Senate Office Building Commission, 
to continue to provide for the construction and equipment of a fireproof office building 
for the use of the United States Senate, in accordance with the provisions of the Second 
Deficiency Appropriation Act, 1948 (62 Stat. 1029), $8,500,000: Provided, That no 
part of the funds herein appropriated shall be obligated or expended for construction 
of the rear center wing of said building, from the ground floor up, provided for under 
the building plans heretofore approved by such Commission. 


PRINTING AND BINDING— ARCHITECT OF THE CAPITOL 


The limitation contained in the House bill of not to exceed $5,000 
for printing and binding for the Architect of the Capitol has been 
deleted by the committee. It was found recently that one printing 
job on a large construction project was estimated to cost $5,900. 


LIBRARY BUILDINGS AND GROUNDS 


The committee recommends an appropriation of $865,000 an in- 
crease of $265,000 in the House bill. With these additional funds, it 
is intended to increase the capacity of and make alterations to the 
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air-conditioning system in the Library Annex, necessary to integrate 
that system with the central refrigeration system at the Capitol 
Power Plant. 

LIBRARY OF CONGRESS 


"he committee considered budget estimates totaling $9,866,098 for 
1 g 
the Library of Congress. The House allowed $9,660,000, and the 
committee recommends an appropriation of $9,831,892, an increase of 
$171,892 over the amount allowed by the House. 

The increase of $171,892 recommended by the Senate is for the 
following appropriations: 
Salaries and expenses. . . $30, 895 
Copyright Office, salaries and expenses 36, 120 
Legislative Reference Service 99, 877 
Distribution of catalog cards 5, 000 
[nerease of the Library . 000 


Total increase recommended 


The amount recommended by the committee is an increase of 
$432,256 over the sum of $9,399,636 appropriated for fiscal year 1955. 


GOVERNMENT PRINTING OFFICE 


It is the view of the committee that it is desirable for the Public 
Printer, and members of his staff, to attend various meetings and 
conferences concerning the activities of the Government Printing 
Office. To simplify the procedure for authorizing the use of funds 
for the attendance of such meetings and conferences, the committee 
recommends the inclusion of the following provision in the bill: 


REVOLVING FUND 


The paragraph in the Legislative Appropriation Act, 1954 (67 Stat. 330), establish- 
ing the Government Printing Office Revolving Fund is h reby amended by striking out 
the words "erpenses of attendance at meetings, when a UNa by the Joint Cor 
mittee on Printing” and inserting in lieu thereof the words “expenses of attend 
at meetings not to exceed $3,000 1n any fiscal year". 


INCREASES AND LIMITATIONS 


The changes recommended by the committee in the amounts of 
House bill are as follows: 


Senate: 
Salaries and expense allowance of Senators and the Vice 
Preside nt: 

2 4( 

Mileage of the President of the Senate and of Senators.. ' 000 
Expense allowance for the majority and minority leaders 

of the Senate 4. 000 

Compensation of the Vice President of the United State s. 5, 070 

Expense allowance of the Vice President . 000 
Total, salaries and expense allowance of Senators and 

the Vice President 2, 266, 310 
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Senate— Continued 
Salaries, offieers and employees: 


Vice President's Office: Clerical assistance 
Chaplain 
Office of the Secretary 
MUN o esti E A E 
Committee employees 
Conference committees: 

Majority, clerical salaries 

Minority, clerical salaries_...........-..---.-.-. 
Administrative and clerical assistance to Senators... 
Office of Sergeant at Arms and Doorkeeper, salaries... 
Offices of the seeretary for the majority and the secre- 

tary for the minority, salaries__.............-..... 

Offices of the  ajoritv and !: inority whips 


Total, salaries of officers and employees 


Contingent expenses of the Senate: 


Legislative reorganization 

— que mar iaes tt ode atencion cn 
Joint Committee on the Economic Report 

Joint Committee on Atomic Energy 

Joint Committee on Printing 

Vice President’s automobile 

Automobile for the President pro tempore 

Automobiles for majority and minority leaders 
Reporting Senate proceedings 
Services in cleaning, repairing, and varnis shing furniture. 
Materi: als for furniture, ete 


Folding em ume nts 
Materials for folding. 
Fuel, etc. 

Senate restaurants 
Motor vehicles 


Packing boxes 

Postage stamps.. i 
Airmail and special- delive ry 
Stationery. . 


Total, contingent expense 
I 


'Total, Senate 


Capitol Police: 


Capitol Police Board 
The committee recommends an increase of $625 
for each for the 2 lieutenants detailed to the Capitol 


$64, 745 
5, 000 
521, 345 
47, 430 

1, 767, 045 


40, 000 
40, 000 
6, 247, 555 
1, 436, 230 


87, 100 
16, 405 


10, , 272, 855 


100, 000 
190, 006 
124, 575 
258, 060 
57, 595 
8, 460 
8, 460 
16, 920 
146, 210 
3, 190 
19, 000 
hr 120 
, 000 

, 900 

, 000 

5, 000 

, 960 
680 

4, 000 

, 975 
29, 100 
, 600 

, 990 


6, 555 


kibati BO RE ee 


PERAJE LANAMI S 


Joint Committee on Reduction of Nonessential Federal 
Expenditures 
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Office of the Legislative Counsel: 
For salaries of the Legislative Counsei $16, 000 
Statement of Appropriations 2, 000 


Architect of the Capitol: 


Salaries 

Contingent expenses 

Capitol Buildings and Grounds 

Subway transportation 

Senate Office Building 

Additional office building for the United States Senate 


7, 200 

25, 000 
335, 100 
3, 500 
960, 690 
8, 500, 000 


265, 000 


10, 096, 490 


Total, Architect of the Capitol 


Library of Congress: 
Salaries and expenses 30, 895 
Copyright Office 36, 120 
Legislative reference 59, 877 
DeMbuloemet ee caomensoune 25, 000 
Increase of the Library 20, 000 


Total, Library of Congress... .......<cccncnnsee 


26, 625, 852 


92, 924, 027 
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Calendar No. 1198 


847TH CONGRESS l SENATE Í Report 
1st Session No. 1182 


AMENDING SECTION 602 OF THE FEDERAL PROPERTY AND AD- 
MINISTRATIVE SERVICES ACT OF 1949 WITH RESPECT TO THE 
UTILIZATION AND DISPOSAL OF EXCESS AND SURPLUS PROP- 
ERTY UNDER THE CONTROL OF EXECUTIVE AGENCIES 


JuLY 28, 1955.— Ordered to be printed 


Mr. KENNEDY, from the Committee on Government Operations, sub- 
mitted the following 


REPORT 


(To accompany S. 2591] 


The Committee on Government Operations, to whom was referred 
the bill (S. 2591) to amend section 602 of the Federal Property and 
Administrative Services Act of 1949 with respect to the utilization 
and disposal of excess and surplus property under the control of execu- 
tive agencies, having considered the same, report favorably thereon, 
with amendments, and recommend that the bill, as amended, do pass. 


COMMITTEE AMENDMENTS 


The amendments approved by the committee are as follows: 

(1) Page 2, line 14, strike the word *inplace." S. 2591, as origi- 
nally drafted may have been construed to restrict TVA’s disposal of 
power facilities to inplace or stationary facilities. It is the com- 
mittee’s conclusion that TVA should retain disposal authority over 
movable power equipment facilities, such as small generators, etc., 
where disposal is in connection with a specific statutory disposal 
program. 

(2) Page 2, line 16, strike the words “to power distributors.” It 
is the judgment of the committee that the restriction “to power 
distributors" would too severely limit TVA’s disposal authority, 
since the Authority may have occasion to transfer equipment, facili- 
ties, or interests in realty to other than “power distributors” in ac- 
cordance with statutory programs undertaken by it, for example, 
services to industrial firms, ete. 

(3) Page 3, line 11, delete the following language, beginning with 
the word “Each” through line 16, ending with the word “therefor.” 
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The two provisions eliminated by the amendment are not necessary 
to the fullment of the objectives of S. 2591. It is not necessary to 
require publication of an Kxec "utive order in the Federal Register 30 
days prior to the issuance thereof because before an Executive order 
is issued. the viewpoint and suggestions of all affected executive 
&gencies concerned are obtained. Except in emergencies, agencies 
affected are made fully aware of a forthcoming Executive order on 
the average of 2 to 4 weeks before issuance of the order, the staff of 
the Bureau of the Budget advises. 

Annual reports to the C ongress upon Executive orders issued under 
the authority granted the President by S. 2591 are not considered 
essential to the objectives of the bill since all Executive orders are 
published in the Federal Register and are available to the Congress, 
committees of the Congress, or Members of the Congress at any 
time, 

GENERAL PURPOSE 


The primary purpose of S. 2591 is to amend the Federal Property 
and Administrative Services Act of 1949, as amended (Public Law 
1352, 81st Cong., 63 Stat. 377) so as to vest in the Administrator of the 
General Services Administration exclusive authority with respect to 
the utilization and disposal of excess and surplus property, real and 
personal, which is under the control of any executive agency, except 
as hereafter noted. 

The bill would do this by removing present statutory exemptions of 
certain executive departments and agencies from the General Services 
Administrator's authority as set forth in subsection 602. (d), para- 
graphs (1) through (18) of the Federal Property and Administrative 
Services Act of 1949, as amended. Specifically, the bill would make 
certain exemptions in subsection 602 (d) of Public Law 152, the 
Federal Property and Administrative Services Act of 1949 as amended, 
inapplie able to section 202 (property utilization); section 203 (disposal 
of surplus property); and section 204 (procedures for transfer or 
disposition of property) of the act. 

Although Emnat statutory exemptions (with the exceptions 
hereafter noted) the bill would give the President the power to make 
such specific exemptions from the exercise by the Administrator of 
General Services of the authority vested in him, as the President 
deems necessary in the public interest. 

In summary, the bill eliminates statutory exemptions, with the 
exceptions hereafter noted, but empowers the President to continue 
existing exemptions, modify those now in existence, or impose new 
ones by Executive order. 


JUSTI ICATION FOR VESTING AUTHORITY IN THE GENERAL SERVICES 
ADMINISTRATION 


The Federal Property and Administrative Services Act of 1949 was 
enacted and the General Services Administration was created, among 
other reasons, to center, as far as feasible, in one administration, 
authority governing the utilization of property, the disposal of sur- 
plus property, and the transfer or disposition of property between 
Government agencies. 
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However, certain executive departments and agencies, and officers 
and functions thereof, such as the Atomic Energy Commission, the 
Tennessee Valley Authority, the Department of Agriculture, the 
Central Intelligence Agency, and others, were exempted completely 
or partially from sections 202, 203, and 204 of the act which pertain 
to General Services Administration’s authority governing utilization 
and disposal of property. 

Agencies were granted exemptions by the Congress from these pro- 
visions of Public Law 152 for several reasons, among them: (A) The 
agencies convinced Congress they could better dispose of their own 
surplus property. (B) The Congress believed that the national secur- 
itv would be better served if certain agencies retained authority to 
dispose of certain types of property. (C) Certain types of property 
(for example, contaminated materials) could best be disposed of by 
the owning agencies. 

After 5 vears of experience under the provisions of subsection 602 
(d) authorities upon disposal of surplus Government property, such 
as the General Services Administration, the Commission on Organiza- 
tion of the Executive Branch of the Government (the Hoover Com- 
mission, whose recommendations appear elsewhere in this report) and 
other organizations which have studied the matter, have come to the 
conclusion that the best interests of the Government would be served 
if the majority of the statutory exemptions were removed, and the 
General Services Administrator given enlarged authority governing 
utilization and disposal programs. 

The Hoover Commission based its recommendations on the finding 
that the opportunity for substantial dollar savings is not presently 
being met by reason of the present exemptions. Should the exemp- 
tions be removed, the Commission believes that more excess property 
would be reported to General Services Administration for screening 
within the Federal Government, resulting in increased utilization. 
Further, the Commission declared General Services Administration 
control and supervision would make for more uniform, efficient, and 
economical surplus disposals. The testimony offered the committee 
fully supports the Hoover Commission position in this important area. 


STATUTORY EXEMPTIONS CONTINUED 


The Committee on Government Operations, in recommending 
approval of S. 2591, is fully aware that the statutory exemptions of 
certain departments and agencies, or upon specific functional disposal 
programs, from overall authority of the Genera! Services Administrator 
should be continued, and that the authority to utilize and dispose of 
certain types of Government property should remain unmolested in 
those respective departments, agencies, or officers. 

In examining the problems of utilizing and disposing of excess and 
surplus property, the committee considered carefully the existing 
statutory exemptions and concluded that a fundamental difference 
existed between (1) disposing of surplus property simply for the 
purpose of, in effect, getting rid of it and realizing the greatest possible 
return of the Government’s investment; and (2) disposing of property 
where the disposal itself constitutes an integral part of a proper 
governmental program established by law. Examples of the latter 
group are the disposal of agricultural surplus products in the price 
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support, school lunch, and other programs, and the disposal by the 
Tennessee Valley Authority of lands surrounding its reservoirs, in 
accordance with the Authority’s recreational, agricultural, flood con- 
trol, and navigation programs. 

The committee concluded, therefore, that where disposal constitutes 
& program operation, control of the disposal should be vested in the 
department or agency bearing the responsibility for the ultimate 
success of the total program. "Thus, the committee recommends a 
general exemption from the control of the General Services Adminis- 
tration in the field where disposal is a part of or in furtherance of 
agency program activities, providing in subparagraph (A) that nothing 
in S. 2591 shall impair or affect any authority of — 

(A) any executive agency to dispose of property under its control when such 
disposal is made as specifically authorized by law in a particular manner, to a 
particular class or classes of persons, or for particular purposes, as part of or in 
furtherance of program activities of such agency, including, but not limited to, 
disposal by the Department of Agriculture of agricultural commodities acquired 
under price nipe or other agricultural assistance programs, and disposal by 
the Tennessee Valley Authority of reservoir lands, or power equipment facilities 
with appurtenant rights-of-way, and of other property similarly disposed of by 
such Authority in connection with its program activities, but the agency carrying 
out such program shall, to the maximum extent practicable consistent with the 
fulfillment of the purposes of the program and the effective and efficient conduct 
of its business, coordinate its operations with the requirements of this Act and 
the policies and regulations prescribed pursuant thereto; 

The continued exemption of the Joint Committee on Printing was 
also specifically provided for in subparagraph (B) in the following 
language: 

(B) the Joint Committee on Printing under the Act entitled “An Act providing 
for the public printing and binding and distribution of public documents”, ap- 
proved January 12, 1895 (58 Stat. 601), as amended, or any other Act. 

In addition, it is not the intention of the committee that S. 2591 
shall affect the authority granted the Administrator of the Veterans’ 
Affairs by the Servicemen’s Readjustment Act, as amended by the act 
of December 28, 1945 (38 U. S. C. 694j), which specifically authorizes 
the Administrator of Veterans' Affairs to sell, operate, maintain, 
lease, or otherwise use property acquired or held pursuant to the 
Veterans’ Administration loan assistance program under title III of 
the above act. À i 

It is the judgment of the committee that disposal of property de- 
scribed by the above sections can best be accomplished with the great- 
est efficiency and the greatest economy by the respective agencies, 
particularly as respects disposal programs which perform functions 
authorized by law. 


HOOVER COMMISSION RECOMMENDATIONS 


Both the Commission on Organization of the Executive Branch of 
the Government (in its report on use and disposal of surplus property, 
filed with the Congress on April 18, 1955), and the Commission's task 
force on the use and disposal of Federal surplus property (in its report 
filed with the Congress on June 22, 1955), made recommendations to 
the Congress concerning the vesting of authority in the General Serv- 
ices Administrator and the elimination of statutory exemptions from 
that authority. It should be noted that both reports were in sub- 
stantial agreement on the matter and both were unanimous reports. 
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As to disposal of personal property, the Hoover Commission, in its 
report on surplus property (recommendation No. 4, p. 21) stated: 


The statutory basis for efficient utilization of excess property is the Federal 
Property and Administrative Services Act of 1949, as amended (Publie Law 152, 
81st Cong.). By this act the Administrator of General Services is responsible 
for prescribing policies and methods to promote maximum utilization of excess 
property by executive agencies. 

Various civilian agencies are entirely or partially exempted by law from report- 
ing their excess property for screening or from other phases of property manage- 
ment. These include the Department of Agriculture, the Housing and Home 
Finance Agency, the Tennessee Valley Authority, the Atomic Energy Commis- 
sion, the Central Intelligence Agency, and the Federal Maritime Administration. 
Because of such exemptions opportunities are lost for redistribution and utiliza- 
tion of excesses, 

Public interest demands that with the exception of certain property classified 
for security reasons, and unless the economy of operations requires otherwise, 
exemptions from the responsibility to report excess property for screening by 
defense and civilian agencies should be held to a minimum. The exemptions 
now granted in the Federal Property and Administrative Services Act of 1949 
should be individually reviewed with a view to requiring rejustification in each 
case. 

Recommendation No. 4 

That the Federal Property and Administrative Services Act of 1949, as amended, 
be revised: 

"(a) to eliminate all statutory exemptions for the executive branch of the 
Government from General Services Administration authority for utilization and 
disposal of all excess and surplus personal property. 

“(b) to authorize the President to prescribe by Executive order specifie exemp- 
tions from General Services Administration authority where fully justified in the 
publie interest.” 


As to the disposal of real property, the Hoover Commission (in its 
report on surplus property (recommendation No. 20, pp. 79-81)) 


stated: 


Prior to enactment of the Federal Property and Administrative Services Act 
of 1949, real property management responsibilities were scattered among the 
heads of many agencies. The 1949 legislation provided a central vehicle to achieve 
more economical and efficient use and more orderly disposal of real property 

However, as noted in the discussion of excess and surplus personal property, 
a number of agencies still are exempt from General Services Administration juris- 
diction with respect to certain disposal functions. The principal agencie: exempt 
or partially exempt for the disposal of domestic real property are: 

1. Atomic Energy Commission, completely exempt but voluntarily disposes of 
real property through General Services Administration in certain cases. 

2. Central Intelligence Agency, completely exempt 

3. Tennessee Valley Authority, with respect to the disposal of land and buildings. 

t. Maritime Administration, with respect to the d'sposal of shipyards, ship 


5. Housing and Home Finance Agency, with respect to disposal of residential 
or other real property held or acquired in connection with housing insurance and 
loan activities. 

6. Civil Aernonauties Administration, with respect to airport property and air- 
way property for use as such property. 

As in the case of recommendation No. 4 which dealt with excess and surplus 
personal property, we believe that the public interest also demands that, with the 
exception of certain real property classified for security reasons, and unless the 
economy of operations requires otherwise, exemptions from General Services 
Administration authority in connection with the reporting and screening of excess 
real property should be held toa minimum. The exemptions now granted by the 
Federal Property and Administrative Services Act of 1949, as amended, should 
be reviewed individually with a view to requiring rejustification in each case. 


Recommendation No. 20 


That the Federal Property and Administrative Services Act of 1949, as amended, 
be revised: 
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(a) to eliminate all statutory exemptions for the executive branch of the 
Government from General Services —— authority for utilization 
and disposal of all excess and surplus rea Lent 

(b) to authorize the President to prescribe by Executive order specific exemp- 
tions from General Services Administration authority where fully justified in the 
publie interest. 


The Hoov er Commission's task-force report, upon which the Com- 
mission's recommendations were based, made the following specific 
recommendations, supported by textual justification which was 
condensed by the Commission as set out abov e, relating to statutory 
exemptions of executive departments and agencies ‘under Public 
Law 152: 

Recommendation No. 3, task-force report, chapter 2, “Excess personal property” 

(p. 62) 

'That section 602 (d) of the Federal Property and Administrative Services 
Act of 1949, as amended, be revised to require those agencies therein exempted 
from the provisions of the act to report all excess personal property in their 
inventory to the Materiel Redistribution Division for screening, except for those 
categories of property which are classified for security reasons or which under 
present regulations are classified as nonreportable. * * * 


It may be noted that this recommendation (repeated on p. $8 of 
the report) applies solely to the reporting of **excess personal property" 
to the Materiel Redistribution Division of the Department of Defense, 
The following recommendations apply to disposal of surplus property, 
personal and real. 


} 


Recommendations Nos. 1, 2, and 3, task-force report, chapter 4, “Disposal of surp 
property” (p. 164) 

It is reeommended: 

1. That present delegations of authority for property disposal by the Admin 
istrator of General Services to Federal departments and agencies be continu 
(See p. 119.) 

2. That agencies now exempt under provisions of Public Law 152 be made 
subject to General Services Administration regulation over their disposal opera- 
tions, except for properties which are classified for security reasons. (See 
p. 116.) 

3. That the Administrator of General Services, under the authorities and 
responsibilities prescribed for him by Public Law 152, issue adquate regulations 
to govern disposal methods and establish uniform disposal procedures. (See 
p. 118.) 

Recommendation No. 1, task-force report, chapter 5, **Real property" (p. 201) 

it is recommended: 

1. Exemption from the provisions of Public Law 152 should be rescinded as 
follows: 

(a) Tennessee Valley Authority, Housing and Home Finance Agency, 
the Government Printing Office, with respect to the disposal of real property; and 

(6) Maritime Commission with respect to the disposal of shipyards, ship sites 
terminals, piers, docks, and warehouses 


and 


HEARINGS 


Hearings were held by the Subcommittee on Reorganization of the 
Committee on Government —— on S. 2367, Mr. Smathers (for 
Mr. Kennedy), on July 13, 1955. S. 2367 has been superseded by 
S. 2591, which bill the committee i with reports to the Senate. 


1 ** Excess" property is property which is not needed by one agency, but may be utilized by another agency. 
“Surplus” property is —— which has been declared excess by one agency, is not needed or cannot be 
utilized by another agency (i., e., the Government has no need for it) and, therefore, may be disposed of by 
donation (to States, ete.), by publie sale, or scrapping, 

2 The textual justification for the above recomme ndations m: ay be found in the Hoover C ommission’ 8 
Task Force Report on Use and Disposal of Federal Surplus Property filed with the Congress on June 22, 
1955, as indicated by the page references following the above recommendations. 
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S. 2367, Jtem by the Commission on Organization of the Execu- 
tive Branch of the Government, which differs from S. 2591 in many 
respects, provided: 

That authority over disposal of surplus Government property be 
vested in the General Services Administrator, irrespective of the pro- 
visions of the Federal Property and Administrative Services Act of 
1949, as amended (Public Law 152), and irrespective of all other pro- 
visions of law, 60 days after enactment of the act, provided (a) the 
President would have authority to make such specific exemptions by 
Executive order from the authority of the Administrator of General 
Services as he deemed necessary in the public interest, and (b) pro- 
vided that the act would not be applicable to property under the 
control of executive agencies outside the continental limits of the 
United States, Hawai, Alaska, Puerto Rico, and the Virgin Islands.’ 

Witnesses heard included Gerald S. Wise, Executive Director, 
Hoover Commission Task Force on Surplus Property, Baltimore, 
Md.; Maxwell H. Elliott, General Counsel, General Services Ad- 
ministration, and Lewis C. Tuttle, Deputy Director, Personel Prop- 
erty Utilization and Disposal Division, General Services Administra- 
tion; and Percival F. Brundage, Deputy Director, Bureau of the 
Budget, accompanied by George Mullins, Bureau of the Budget; all 
of whom were in general agreement with the basic principles of S. 2367, 
now incorporated in S. 2591. 

Subsequent to the hearings, agreement was reached by the Subcom- 
mittee on Reorganization with the Bureau of the Budget, the General 
Services Administration, and the Hoover Commission task force upon 
the objectives of S. 2591, as herewith amended. 


RELATED PROPOSALS 


'The committee is aware that the Hoover Commission and the task 


forces submitted other recommendations to the Congress relative to 
exemptions from the General Services Administrator’s authority over 
transportation, warehousing, and management of real property, and 
that various bills have been introduced to implement some of these 
proposals. However, it is the consensus of the committee that 
because of the urgent necessity for the Administrator of the General 
Services Administration to be given broader authority over disposal 
of ever-increasing Government surpluses (now accumulating at the 
rate of $2 billion a vear), it is more expedient for the Congress to take 
action at this time upon this phase of the overall problem rather than 
to risk delay by acting upon the other equally important but not as 
pressing matters. It is the committee’s intention to give immediate 
attention to the related matters as quickly as is appropriate and 
feasible. 
CONCLUSION 


Based upon the facts presented herewith the committee can come 
to no conclusion other than that the enactment of S. 2591, as amended, 
is in the best interests of the Government, both from the viewpoint of 
efficiency and economy. Although it is —— difficult to estimate 


* The provision pertaining to foreign property contained in S. 2367 is not necessary in the enactment of 
8, 2591 because under the deünitions of the Federal Property and Administrative Procedures Act of 1949, as 
amended, 8. 2591 is applicable only to excess and surplus property within the continent: d limits of the 
United States. 
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realistically the dollar savings that will result from the further central- 
ization of administrative authority in the General Services Adminis- 
tration over utilization and disposal of Government property, un- 
doubtedly they will be substantial. At the same time, as previously 
noted, the committee recognizes that certain types of disposal pro- 
grams should be continued to be administered by specific owning 
agencies. 

"The committee, in summary, is convinced that S. 2591 is an impor- 
tant step in the better management, utilization, and disposal of Gov- 
ernment property and a solution to some of the problems relating 
thereto. The committee, therefore, reports favorably thereon, and 
recommends that the bill do pass. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of the rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (matter omitted enclosed in brackets, 
new matter printed in italics, existing law in which no change is 
reported shown in roman): 


FEDERAL PROPERTY AND ADMINISTRATIVE Services Act or 1949 
REPEAL AND SAVING PROVISIONS 


Src. 602. (a) * * * 

* a * * * * * 

*(g) (1) Notwithstanding the provisions of subsection (d) of this section or of any 
law other than this Act, the Administrator shall exercise the authority vested in hi: 
by this Act with respect to the utilization and disposal of all excess and surplus prop- 
erty, real and personal, which is under the control of any executive agency, except that 
nothing in this Act shall impair or affect any authority of — 

“(A) any executive agency to dispose of property under its control when such d 
posal is made as specifically authorized by law in a particular manner, to a particul 
class or classes of persons, or for particular purposes, as part of or in furtherance o 
program activities of such agency, including, but not limited to, disposal by the Depart 
ment of Agriculture of agricultural commodities acquired under price support or oth 
agricultural assistance programs, and disposal by the Tennessee Valley Authorit; 
of reservoir lands, or power equipment facilities with appurtenant rights-of-way, and 
of other property similarly disposed of by such Authority in connection with its pro- 
gram activities, but the agency carrying out such program shall, to the maximum 
extent practicable consistent with the fulfillment of the purposes of the program and thé 
effective and efficient conduct of its business, coordinate its operations with the require- 
ments of this Act and the policies and regulations prescribed pursuant thereto; or 

"(B) the Joint Committee on Printing under the Act entitled ‘An Act providing 
for the public printing and binding and the distribution of public documents’, approved 
January 12, 1895 (58 Stat. 601), as amended, or any other Act. 

**(2) The President may by Executive order make such specific ecemptions from the 
exercise by the Administrator of General Services of his authority under this subsection 
with respect to the utilization and disposal of excess and surplus property as the 
President deems to be necessary in the public interest.” 

» * * * * * * 


O 
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BATH CONGRESS } SENATE i REPORT 
Ist Session No. 1183 


AMENDING THE FEDERAL PROPERTY AND ADMINISTRA- 
TIVE SERVICES ACT OF 1949, AS AMENDED 


Jury 28, 1955.—Ordered to be printed 


Mr. KENNEDY, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. 23641 


The Committee on Government Operations, to whom was referred 
the bill (S. 2364) to amend the Federal Property and Administrative 
Services Act of 1949, as amended, and for other purposes, having con- 
sidered the same, report favorably thereon, without amendment, and 
recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to amend section 505 (a) of the Federal 
Property and Administrative Services Act of 1949, as amended, 
clarify the authority of the Administrator of General Services with 
respect to establishing standards, policies, and principles designed to 
improve the management of Federal records. 

Under the existing statutory authority, it is contended that the 
GSA has only the authority to analyze and develop records manage- 
ment standards whereas this bill would permit the Administrator to 
prescribe policies and principles to be followed by other departments 
and agencies of the Government. 

Section 2 of the bill authorizes the Administrator of General Services 
to direct and effect the transfer to the National Archives. of any 
Federal records that have been in existence for more than 50 years, 
the Archivist to determine whether they have sufficient historical 
value to warrant their continued preservation. The authority would 
not apply in those cases where the head of the agency certifies to the 
Administrator that the records must be retained in his possession for 
the conduct of current official business. 

The proposed legislation was submitted to the committee by the 
Administrator of General Services as a part of his legislative program 
for 1955, with a request for favorable action. 
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NEED FOR LEGISLATION 


This measure will broaden and clarify the authority of the Admin- 
istrator of General Services so as to remove any doubt regarding his 
authority to establish procedural regulations to be followed by the 
various departments and agencies of the Federal Government, "The 
GSA has informed the committee that, although such authority 
presently exists, the responsibility is not clearly set forth in the statute, 
and the proposed amendment would correct this deficiency in the law. 

Under the authority contained in the Act to Establish a National 
Archives (48 Stat. 1122-1124), as amended, the National Archives 
Council had the authority to define classes of material which should 
be transferred to the National Archives and establish regulations gov- 
erning such transfers of Federal records. When the Federal Property 
and Administrativ e Services Act was amended by Public Law 754, 
approved September 5, 1950, however, the National Archives Council 
was abolished, and the Administrator of General Services was author- 
ized to establish a Federal Records Council to act in an advisory 
capacity to the Administrator. As a result, existing law does not 
authorize the Administrator of General Services nor the Federal 
Records Council (successor to the National Archives Council) to 
direct the head of any agency to transfer records of historical sig- 
nificance to the National Archives. 

The initiative, therefore, rests on the head of each department or 
agency for transferring records of historical significance to the National 
Archives, and, if he elects to retain the records, no authority is pres- 
ently vested in either the Archivist or the Administrator of General 
Services to direct the transfer of the records to the National Archives 
for safekeeping. To overcome this defect in the law, it was recom- 
mended by the General Services Administration, and concurred in by 
the Bureau of the Budget, that the Administrator should have the 
authority to not only receive records which an agency desires to turn 
over to the National Archives, but that he should be authorized to 
direct an agency head to transfer important documents or records 
which have been in existence for more than 50 vears to the National 
Archives, unless the agency head determines and certifies that such 
records are needed for current official business. 

The provisions of this bill are intended to parallel the authority 
now vested in the Comptroller General of the United States, by sec- 
tion 205 (b) of the act, with respect to prescribing principles and 
standards for property accounting by executive departments and 
agencies. 

HOOVER COMMISSION RECOMMENDATIONS 


This bill is designed to implement in part the recommendations of 
the Commission on Organization of the Executive Branch of the 
Government (second Hoover Commission), in its report on paper- 
work management, which provides in part as follows: 

* * * the GSA be given responsibility for general supervision of all phases 
of paperwork management throughout the executive branch of the Gov- 
ernment * * *. 


The Commission also adopted the task force recommendations on 
paperwork management wherein it recommended that— 


(1) The GSA serve as a clearinghouse for all Federal agencies for management 
ideation relating to the paperwork management program. 
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(2) The GSA, in cooperation with agencies concerned initiate action to reduce 
the percentage of records designated as permanent. 


It was pointed out in the task force report that the Government 
retains 26 percent of all records permanently, while records kept 
permanently by private industry average 4 percent, and that there is 
need for more centralized direction and control over the records- 
management program. 

AGENCY COMMENTS 


This bill has been approved by the General Services Administra- 
tion, and it is understood that the Bureau of the Budget has inter- 
posed no objection to its enactment. The committee is informed that 
the proposed legislation was cleared with many of the affected agen- 
cies before it was submitted to the Congress. 

On May 11, 1955, the chairman introduced S. 1928, by request, 
which is identical to section 2 of this bill and on which the Bureau of 


the Budget commented as follows: 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 23, 1955. 
Hon. Jonn L. MCCLELLAN, 
( hairman, Com millee on Gom rnment Upe rations, 
United States Senate, Washington 25, D. C 

My Drar MR. CnrnainMAN: This is in reply to your letter of May 13, 1955, 
requesting the views of this office on S. 1928, to amend the Federal Property and 
Administrative Serviees Aet of 1940, as amended, and for other purposes. 

This bill requires the transfer to the National Archives of Federal records with 
historical or other value which have been in existence for more than 50 vears 
unless the head of the agency having custody of the records certifies in writing 
that thev are being used in the current work of the agency. 

The Bureau believes that Federal records having historical value should 
beeome part of the National Archives when thev are no longer required for 
current business and recommends favorable consideration of the bill bv your 
committee, 

With respect to vour inquiry as to the attitude of other agencies to this proposal, 
the subject of S. 1928 was originally incorporated in an omnibus draft bill pre- 
pared by the General Services Administration in 1953. At that time, a number 
of agencies, including the Department of Defense, the Atomic Energy Commission, 
the Department of State, and others, indicated that they had no objection to 
this particular proposal, except for the General Accounting Office which asked 
to be exempted. Furthermore, we are receiving proposed reports from several 
agencies on an identical House bill, H. R. 6091, 84th Congress, and to date there 
has been no opposition to the proposal. So far as we are aware, there would be 
no objection to the bill, particularly since it does not authorize the destruction 
of records but merely their transfer to the National Archives for preservation 
and since the final decision to transfer records is reserved to the head of the 
agency. 

Sincerely yours, 
HAROLD PEARSON, 
Assistant Director. 


» 


The first section of S. 2364 was drafted by the General Services 
Administration and transmitted to the President of the Senate, for 
introduction, by letter dated May 26, 1955. That Administration 
commented as follows in justification of this section which was 
incorporated in the bill under consideration: 
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GENERAL Services ADMINISTRATION, 
Washington 25, D. C., May 26, 1955. 
Re proposed legislation. 


The PRESIDENT OF THE SENATE, 
United States Senate, Washington 25, D. C. 


Dear Mr. Presipent: There is forwarded herewith a draft of legislation, to 
amend the Federal Property and Administrative Services Act of 1949, as amended, 
This proposal is a part of the legislative program of GSA for 1955. 

This proposed legislation would amend the Federal Property and Administrative 
Services Act of 1949, as amended, by clarifying the language of section 505 (e), 
by resolving any doubt as to the authority of GSA to establish standards, pro- 
cedures, and techniques designed to improve the management of records. Under 
the present statutory authority, it is implied that while such authority exists, this 
responsibility is not clearly set forth. 

A restricted interpretation of this section in the foregoing statute, in its present 
form, might permit a controversy concerning the establishment of such standards, 
procedures, and techniques. It could be said that GSA had only the duty and 
responsibility of analyzing and developing such standards and that the establish- 
ment of these standards could or would be carried out by some other Federal 
agency. 

It is believed from a consideration of the legislative history of the aforesaid act, 
that it was the intent of the Congress that GSA should not only develop these 
standards but should establish them, and be vested with the full responsibility 
of setting up standards for the economical and efficient management of records 

The enactment of this proposal would not involve the expenditure of Federal 
funds, and it is strongly recommended that this proposal be enacted by the 
Congress. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this proposed legislation to the Congress. 

Respectfully yours, 
EpmunD F. Mansure, Administrator 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill, as reported, 
are shown as follows (matter omitted enclosed in brackets, new matter 
printed in italics, existing law in which no change is reported shown 
in roman): 


FEDERAL PROPERTY AND ADMINISTRATIVE SERvicEs Act or 1949 
* * * + * * * 


Sec. 505. (a) The Administrator shall, with due regard to the program activiti: 
of the agencies concerned, prescribe the policies and principles to be followed by Fed 
agencies in the conduct of their records management programs, and make provisions 
for the economical and efficient management of records of Federal agencies (1 
by analyzing, developing, promoting. and coordinating standards, procedures, and 
techniques designed to improve the management of records, to insure the mainte- 
nance and security of records deemed appropriate for preservation, and to facili- 
tate the segregation and disposal of records of temporary value, and (2) by pro- 
moting the efficient and economical utilization of space, equipment, and supplies 
needed for the purpose of creating, maintaining, storing, and servicing records 
+*+ 


ARCHIVAL ADMINISTRATION 


Sec. 507. (a) The Administrator, whenever it appears to him to be in the public 
interest, is herebv authorized — 

(1) to accept for deposit with the National Archives of the United States 
the records of any Federal agency or of the Congress of the United States 
that are determined by the Archivist to have sufficient historical or other 
value to warrant their continued preservation by the United States Govern- 
ment; 

(2) to direct and effect the transfer to the National Archives of the United 
States of any records of any Federal agency that have been in existence for more 
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than fifty years and that are determined by the Archivist to have suficient his- 
torical or other value to warrant ther continued preservation by the United States 
Government, unless the head of the agency which has custody of them shall certify 
in writing to the Administrator that they must be retained in his custody for use 
in the conduct of the regular current business of the said agency. 

[(2]J (8) to direct and effeet, with the approval of the head of the origi- 
nating agency (or if the existence of such agency shall have been terminated, 
then with the approval of his success or in function, if any), the transfer of 
records deposited (or approved for deposit) with the National Archives of 
the United States to publie or educational institutions or associations: 
Provided, That the title to such records shall remain vested in the United 
States unless otherwise authorized by Congress; and 

[(3) ] (4) to direct and effect the transfer of materials from private sources 
authorized to be received by the Administrator by the provisions of subsec- 
tion (e) of this section, 

` * + * * * * 


O 


> 
i 
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84TH CONGRESS l SENATE i Report 
Ist Session No. 1184 


RELATIVE TO THE ESTABLISHMENT OF UNIFORM FEES 
AND CHARGES BY GOVERNMENT AGENCIES FOR WORK 
OR OTHER THINGS OF VALUE PERFORMED BY THEM 


JuLY 28, 1955.—Ordered to be printed 


Mr. McCrELtsN, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany S. Res. 1401 


The Committee on Government Operations, to whom was referred 
the resolution (S. Res. 140), relative to the establishment of uniform 
fees and charges by Government agencies for work or other things of 
value performed by them, having considered the same, report favor- 
ably thereon, with an amendment, and recommend that the resolution 
do pass. The amendment is as follows: 

On page 3, line 6, strike out “$30,000” and insert in lieu thereof 
* $15,000". 

On February 15, 1950, the Committee on Government Operations 
directed the staff to report on the adequacy of fees charged for Fed- 
eral services being rendered to special beneficiaries, including some 
services now extended without any charge, as distinguished from serv- 
ices rendered in the general public interest (S. Rept. No. 1, 82d Cong.). 
On July 24, 1950, such a report was submitted to the Senate based on 
reports received from a selected group of agencies (S. Rept. No. 2120, 
8ist Cong.). Copies of the report were sent to the chairmen of all 
standing committe es of both the Senate and House of Representatives, 
Their responses indicated an encouraging intent to utilize the report 
in relation to future legislation. 

Statutory language designed to stimulate adequate charges for 
special services by the Government was subsequently prepared by the 
General Accounting Office and the Bureau of the Budget at the re- 
quest of the Independent Offices Appropriations Subcommittee of 
the House Appropriations Committee. As a result, the independent- 
offices aspect of the Omnibus Appropriation Act of 1952 (title V) 
authorized Government agencies to make charges for services in cases 
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where no charge is made at present, and to revise them where present 
charges are too low, except in cases where the law specifically provides 
that no charge shall be made, or fixes its amount in the law. 

The Director of the Bureau of the Budget. was rec quested to survey 
agency fees and charges throughout the Federal Government, and 
submitted a report on January 28, 1952, describing the steps which 
had been taken since initiation of the program in 1950. He estimated 
that a total of almost $50 million of new revenue annually was then 
in sight from the above program, as follows: Additional charges of 
$22.5 million per year being collected for a variety of special serv- 
ices; the 1953 budget is adding another $15 million annually of such 
fees under programs then being formulated; $9 million a year in in- 
creased revenues to be derived from increased rentals and service 
charges for quarters furnished by the Government to Federal civilian 
employees; and an additional $2 million from fees for special services 
as to which detailed income estimates were not available at the time 
of the report. 

In January 1952, the General Accounting Office initiated a nation- 
wide survey of the charges prevailing during calendar year 1951 
for the rent, utilities, and services connected with the Government- 
owned quarters which are provided Federal employees and others 
under authority of the act of March 5, 1928 (5 U.S. C. 75a). Studies 
were made at more than 200 installations which operated approxi- 
mately 37,000 rental units in 41 States and the District of Columbia, 
under the jurisdiction of six departments and establishments during 
1951. This field work of the GAO was practically completed 
June 30, 1952, and a report submitted for the information of the 
Congress, the Bureau of the Budget, and the agencies concerned. 

The committee has been informed that the American Bar Associa- 
tion recommended to the Senate Committee on Appropriations this 
year that title V of the Independent Offices Appropriation Act of 1952 
referred to above, be repealed, and that a review of the necessity and 
desirability of the establishment of fees charged by Federal agencies 
as authorized by such title be initiated by the appropriate committee. 
The Committee on Appropriations took no action on the proposed 
repealer, on the premise that it involves problems for consideration 
and action by the appropriate jurisdictional committees. 

Senator Magnuson, in introducing this resolution in the Senate, 
on behalf of himself and Senator Bric ker, made the following state- 
ment in behalf of its adoption (p. 10024, Congressional Record, 
July 27, 1955): 

Mr. Maenuson. Mr. President, on behalf of myself, as chairman of the Senate 
Committee on Interstate and Foreign Commerce, and the Senator from Ohio 
{Mr. Bricker], the ranking Republican of that committee, 1 submit for appropri- 
ate reference, a resolution relative to the establishment of uniform fees and charges 
by Government agencies for work or other things of value performed by them 

The resolution would authorize the Committee on Government Operations to 
direct a full and complete study and investigation of the feasibility and prac- 
ticability of establishing uniform fees and charges for any work, service, franchise, 
license, permit, or similar thing of value furnished or granted by any Federal 
age 
"EW When the Congress enacted the Independent Offices Appropriation Act of 1952 
a rider was attached—title V, United States Code, section 140—indicating that it 
was the sense of the Congress that any work, service, license, permit, certificate, 
or similar thing of value issued to or for any person by any Federal agency should 
be self-sustaining to the fullest extent possible, and authorized the head of each 
Federal agency to prescribe fees and charges accordingly. 
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Pursuant to this provision, the Bureau of the Budget, acting on behalf of the 
President, made & study of this matter and issued a circular dated November 5, 
1953, Circular A-25, directing the various agencies to establish a schedule of fees 
“which, taking account of the value to the recipient and the public policy of 
interest served, shall recover to the fullest extent possible the aggregate costs 
incurred in the conduct of these activities." 

A number of the agencies, acting pursuant to this directive, issued schedules 
of fees and charges which would reimburse the agencies for the costs incurred 
by the agencies both directly and indirectly in rendering the services or in issuing 
the licenses. 

Recently, the American Bar Association through its section of administrative 
law appeared before the Subcommittee on Appropriations and urged that title V 
of the Independent Offices Appropriation Act of 1952, as it applies to fees and 
charges, be repealed, and in the meantime, that a resolution be adopted which 
would suspend any agencies’ action that was planned or undertaken under title V 
until Congress had an opportunity to examine the entire problem of fees and 
charges. The bar association’s testimony is set out in detail in the appropriations 
hearings. 

The committee in considering this problem in a recent session concluded that 
a uniform system of uniform fees and charges for all agencies as described in 
title V of the Appropriations Act of 1952 would appear to be an appropriate sub- 
ject for study and consideration by a proper committee of the Senate. In this 
instance it is obvious that the Committee on Government Operations which, 
under the Legislative Reorganization Act of 1946—Public Law 601, 79th Con- 
gress, August 2, 1946-—has the responsibility of ‘studying the operation of Govern- 
ment activities at all levels with the view of determining its economy and effi- 
ciency” is the proper committee to make the study because all Government depart- 
ments and agencies come within its jurisdiction for such purposes 

I want to emphasize at this point that the committee is not hostile to the idea 
of assessing fees and charges but the committee members are of the opinion that 
such fees and charges, if feasible and practicable, should be based on uniform 
standards and should be fair and equitable. 
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84TH CONGRESS l SENATE | REPORT 
No. 1185 


Ist Session 


PROVIDING PERMANENT AUTHORITY FOR THE RELIEF 
OF CERTAIN DISBURSING OFFICERS 


Jury 28, 1955.—Ordered to be printed 


Mr. McCuLELLAN, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany H. R. 7034] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 7034) to provide permanent authority for the relief of 
certain disbursing officers and for other purposes, having considered 
the same, repoit favorably thereon without amendment and recom- 
mend that the bill do pass. 

PURPOSE 


This bill would (1) permit the Comptroller General to relieve 
disbursing officers of the United States whose accounts reflect losses 
or deficiencies resulting from illegal, improper, or incorrect payments, 
not due to fault or negligence on their part; (2) vest authority in the 
Comptroller General to adjust and clear the accounts of disbursing 
officers to whom such relief has been granted; (3) provide a permanent 
and uniform method for the relief of disbursing officers of the military 
departments whose accounts reflect physical losses or deficiencies not 
due to fault or negligence on their part; and (4) provide authority for 
the reimbursement of amounts paid by or on behalf of military depart- 
ment disbursing officers in restitution of physical losses or deficiencies 
in their accounts, not due to fault or negligence on their part. 


BACKGROUND 


The act of August 1, 1947 (61 Stat. 720, 31 U. S. C. 82a-1) author- 
izes the General Accounting Office to relieve a disbursing officer, in a 
proper case, only for a physical loss or deficiency in his accounts, if 
such loss or deficiency occurred while the officer was acting in the 
discharge of his official duties, or by reason of an act or omission of 
a subordinate, and without fault or negligence on his part. The Gen- 
eral Accounting Office is provided with similar authority with respect 
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to Army disbursing officers by the act of December 13, 1941 (31 
U. S. C. 95a) and “with respect to Navy disbursing officers by the 
act of July 11, 1919 (31 U. S. C. 105). Each of these latter statutes, 
however, vests in the respective service secretary authority to deter- 
mine whether such loss occurred in the line of duty and without fault 
or negligence on the part of such officer, and makes such determina- 
tion conclusive upon the General Accounting Office. 

However, existing law provides no authority for the relief of a 
disbursing officer who has losses or deficiencies in his accounts as 
a result of illegal, improper or incorrect payments, incurred in the 
line of duty and without fault, or negligence on his part. Thus, at 
the present time, the only method of obtaining relief for such disburs- 
ing officers is through the enactment by the Congress of private 
relief legislation. The proeessing of sueh private relief legislation is 
burdensome to both the executive and legislative branches of the 
Government. Furthermore, the Treasury Department advises that 
suits are sometimes instituted against disbursing officers under their 
bonds, in. which event they must take steps to defend themselves 
even though they acted in good faith. Eventually, relief is usually 
granted by the Congress, but it is a long, drawn-out process. Finally, 
the Department of Defense advised that each vear large numbers of 
private bills must be submitted to the Congress which require a com- 
plete description of the overpayment, including detailed accounting 
references, a statement of the circumstances under which each over- 
payment occurred, as well as a discussion of the circumstances pre- 
venting collection from the respective payees. One recent relief 
measure invelved overpayments in the accounts of 189 disbursing 
officers in the military departments, representing approximately 1,367 
items of overpayments, totaling $122,089.68. Of these items, 487 
represented overpayments in amounts of less than $25. 

It should be noted that the terms “illegal” and “improper” as here 
used do not imply fraudulent or wrongful conduct, but refer to a 
payment which the Comptroller General finds is not in strict technical 
conformity with the law. 

Other agencies and departments of the Government which have 
disbursing officers, such as the Post Office Department, the Housing 
and Home Finance Agency, and the Treasury Department must also 
submit large numbers of private bills to the Congress in order to 
obtain relief for their disbursing officers. 

A second problem here involved relates to the need for permanent 
authority to clear the accounts of disbursing officers to whom relief 
has been granted. Should the subject bill become law, the Comptroller 
General would have authority to relieve disbursing officers for illegal, 
improper, or incorrect payments, in a proper case. However, the 
amounts of money in question would continue to be reflected as defi- 
ciencies in the account of such officers even though they would be 
relieved of responsibility. In the absence of permanent specific au- 
thority it will be necessary for the Congress, from time to time, to 
appropriate funds to enable the clearance of such accounts. Accord- 
ingly, the Comptroller General and the Treasury Department have 
requested that permanent authority be vested in the Comptroller 
General to clear such accounts under the circumstances stated. 

A third problem here involved relates to the need for a permanent 
and uniform method for relieving disbursing officers of the Department 
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of Defense of liability arising out of physical losses and deficiencies, 
incurred in the line of duty and not the result of bad faith or lack of 
due care on the part of such officers. As shown previously, under 
existing law, authority for such relief is contained in two separate 
statutes: the act of December 13, 1941 (31 U.S. C. 95a) which author- 
izes the Comptroller General to relieve Army disbursing officers; and 
the act of July 11, 1919 (31 U.S. C. 105) which authorizes the Comp- 
troller General to relieve Navy disbursing officers. Approval of the 
subject bill would provide permanent uniform authority for the relief 
of all military department disbursing officers, in the event of physical 
losses and deficiencies, in one provision of law, and the act of July 11, 
1919, referring to the Navy, would be repealed. 


COMMITTEE ACTION 


Action on original Senate bill 


The committee originally had before it a Senate bill, S. 1927 
introduced at the request of the Department of the Army, on behalf 
of the Department of Defense. As originally introduced, it was the 
purpose of S. 1927 to (1) provide a permanent and uniform method 
for relieving disbursing officers of the Army, Navy, Air Force, and 
Marines for illegal, improper, or incorrect payments made without 
fault or negligence on their part; and (2) to amend existing law 
relative to the relief of Army and Navy disbursing officers for physical 
losses and deficiencies in their accounts, without fault or negligence 
on their part, so as to include in one provision of law all disbursing 
officers of the military departments. The separate provision of law 
covering only disbursing officers of the Department of the Navy 
would have been repealed. 

Subsequently, the Department of Defense proposed an amendment 
which would have authorized the reimbursement of amounts paid in 
restitution of physical losses by or on behalf of military department 
disbursing officers for losses which occurred after the effective date 
of the amendment. The C omptroller General and the Treasury 
Department proposed additional amendments under which the 
authority of the Comptroller General to relieve for losses and de- 
ficiencies in accounts of disbursing officers for illegal, incorrect, or 
improper payments would be extended to all disbursing officers of 
the United States; and the Comptroller General would be further 
authorized to adjust and clear the accounts of disbursing officers to 
whom such relief was granted. 

Following receipt of the various proposed amendments, the com- 
mittee staff, together with representatives of the Legislative Counsel 
of the Senate, the Comptroller General, the Treasury Department, 
the Bureau of the Budget, and the Departments of Defense, Army, 
Navy, and Air Force, conferred at length concerning the redrafting 
of the subject bill in such a manner as to cover all of the requirements. 

Because these proposed amendments entailed considerable revision, 
it was the judgment of the committee that the best practice would 
be to prepare a clean bill. 

Section 1 (a) would vest in the Comptroller General, upon his 
own motion or upon the written findings and recommendations of 
department or agency heads, the authority to relieve any disbursing 
officer or former disbursing officer of the United States of accounta- 
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bility and responsibility for any deficiency in his official disbursing 
account in consequence of the making of any illegal, improper, or 
incorrect payment. It further authorizes the Comptroller General 
to deny such relief in any case in which he determines that the depart- 
ment or agency concerned has not diligently pursued collection action 
in accordance with procedures prescribed by the Comptroller General. 

Section 1 (b) provides that nothing contained therein shall affect 
the liability or authorize the relief of any payee, beneficiary, or re- 
cipient of any illegal or improper payment, or relieve any such dis- 
bursing officer, department or agency head or the Comptroller General 
of responsibility to pursue collection action against such payee, bene- 
ficiary, or recipient. It provides further that this section shal! not 
deprive any such disbursing officer of any right which he otherwise 
might have to obtain relief with respect to such payments by any 
other means (private bill). 

Section 1 (c) provides the necessary continuing specific legislative 
authority in the Comptroller General to clear the accounts of disburs- 
ing officers who have been relieved of responsibility. Although unde: 
section 1 (a), the Comptroller General would be authorized to relieve 
& disbursing officer of responsibility for illegal, improper, or incorrect 
payments, in à proper case, unless specific legislative authority is pro- 
vided, the deficiency would remain a charge on the account of such 
officer, and special appropriations would be necessary to enable the 
account to be cleared. This subsection, requested by the Treasury 
Department and the Comptroller General, would provide the neces- 
sary authority by permitting the Comptroller General, in a prope 
case, to restore or otherwise adjust the account of any disbursing officer 
to the extent of the amount of relief granted under this section and 
would authorize the amount to be charged to the appropriation oi 
fund available for the disbursing function at the time the adjustment 
is effected, unless another appropriation is specifically provided 
therefor. ‘This would conform to the authority which would be vested 
in the Comptroller General by H. K. 7035, with respect to the adjust 
ment and clearance of accounts of accountable oflicers in the event ol 
relief for physical losses and deficiencies. 

Section 2 (a) would amend the act of December 13, 1944 B1 U.S.C. 
95a) which authorizes relief, in a proper case, of Army disbursing 
officers for physical losses and deficiencies in their accounts, by includ- 
ing disbursing officers of the Air Force, Navy, and Marine Corps 
This would provide for relief of all disbursing officers of the military 
departments in a uniform fashion and in a single provision of law, 
rather than in separate provisions as under existing law. 

Section 2 (b) would empower the Comptroller General to authorize 
the reimbursement of amounts paid in restitution of physical losses 
and deficiencies in the accounts of disbursing officers of the military 
departments, by or on behalf of such officers, but limits such reimburse 
ment to losses or deficiencies occurring subsequent to the effective 
date of the act. 

It should be noted that the effect of this latter amendment would be 
to afford to disbursing officers of the military departments who have 
made personal restitution to their accounts for physical losses or 
deficiencies two separate statutes under which to claim reimburse- 
ment, in the event that the pending bill, and a related measure, 
H. R. 7035, are enacted into law. For losses or deficiencies which 
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occurred prior to the effective date of this act, they could claim reim- 
bursement under the act of August 1, 1947, as amended, which author- 
izes reimbursement for losses occurring subsequent to August 1, 1947. 
For losses occurring subsequent to the effective date of the enactment 
of the subject bill, they can claim under its provisions. 

Section 3 would repeal the act of July 11, 1919, authorizing relief 
of Navy disbursing officers for physical losses, since the enactment of 
the pending bill w ould include all agencies within the Department of 
Defense. 


Action on the House bill, H. R. 7034 


Following completion of the redraft of S. 1927, as indicated above, 
a copy of the revised bill, containing the proposed amendments, was 
made available to the House Committee on Government Operations 
which proceeded to report favorably a clean bill, H. R. 7034, on June 
29, 1955 (H. Rept. 996). This bill, which embodies all of the proposed 
amendments agreed to by this committee and is identical in every 
respect to the redraft of S. 1927, passed the House of Representatives 
on July 18, 1955. 

In view of the fact that the House of Representatives has alreadv 
taken final action on H. R. 7034, the committee substituted that bill 
for S. 1927, as redrafted, with a view to expediting action thereon. 


CONCLUSIONS 


The enactment of this bill, as amended, would provide an adminis- 
trative method of relieving all disbursing officers of the United States 
whose accounts reflect deficiencies resulting from illegal, improper, or 


incorrect payments made without fault or negligence on their part. 
This, in turn, would relieve the various departments and agencies 
concerned, as well as the Congress, of the substantial burden entailed 
in the preparation, handling, submission, and consideration of large 
numbers of private relief bills. Although some private relief bills may 
still be necessary to reimburse disbursing offic ers who restored losses 
to their accounts prior to 1947, their number is expected to be negli- 
gible. It would also serve to improve Government accounting prac- 
tices by providing the necessary permanent authority in the Comp- 
troller General to adjust and clear accounts which must now be cleared 
by specific statutes. Finally, it will provide a uniform method and 
procedure for the relief of military department disbursing officers by 
centralizing in one statutory provision the necessary authority which 
is now derived from two separate statutes. 

The subject bill, as amended, has the approval of the Comptroller 
General, the Bureau of the Budget, the Treasury Department, and the 
Departments of Defense, Army, Navy, and Air Force. Its favorable 
consideration is strongly urged. It is largely technical in nature and 
is not expected to entail any additional cost to the Government. 
Furthermore, it may result in some economy by eliminating the costly 
agency staff work required in connection with the submission of private 
relief bills. 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by this bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italies, existing law in which 
no change is proposed i is shown in roman): 


ACT OF DECEMBER 13, 1944 
(58 Stat. 800 as amended; 31 U. S. C. 95a) 


[The General Accounting Office shall relieve any disbursing officer of the Army 
charged with responsibility on account of loss or deficiency while in the line of 
duty, of Government funds, vouchers, records, or papers in his charge, where such 
loss or deficiency oceurred without fault or negligence on the part of said officer: 
Provided, That the Secretary of the Army shall have determined that the officer 
was in the line of his duty, and the loss or deficiency occurred without fault or 
negligence on his part: Provided further, That the determination by the Secretary 
of the Army of the aforesaid questions shall be conclusive upon the General 
Accounting Office: And provided further, That this section shall be applicable only 
to the actual physical loss of Government funds, vouchers, records, or papers 
and shall not include deficiencies in the accounts of disbursing officers of the 
Army resulting from illegal or erroneous payments. ] 

(a) That whenever (1) any disbursing officer of the Army, Navy, Air Force, or 
Marine Corps incurs or has incurred a physical loss or deficiency of any Government 
funds, vouchers, records, or papers in his charge and (2) the Secretary of the depart- 
ment concerned determines that such loss or deficiency occurred while the officer was 
in line of his duty and that such loss or deficiency occurred without fault or negligence 
on his part, the General Accounting Office shall relieve such officer of the liability 
for such loss or deficiency, or authorize the reimbursement, from any appropriation 
or fund made available for that purpose, of amounts paid by or on behalf of such officer 
in restitution of such loss or deficiency. Any determination made by the Secretary 
of the department concerned under this Act shall be conclusive upon the General 
Accounting Office. No relief may be granted under this Act with respect to any 
deficiency in the accounts of any disbursing officer which results from any illegal or 
erroneous payment. This Act shall not deprive any disbursing officer of any right 
which he otherwise may have to obtain relief by any other means with respect to any 
loss or deficiency covered by this Act. 

(b) No reimbursement shall be made under the amendment made by subsection (a) 
for any loss or deficiency occurring before the date of enactment of this Act. 


Tue Seconp PaRAGRAPH UNDER THE HEADING Pav, MISCELLANEOUS," OF THE 
FIRST SECTION OF THE ÁcT OF JuLY 1l, 1919 


(41 Stat. 132 as amended; 31 U. S. C. 105) 


[The General Accounting Office shall relieve any disbursing officer of the 
Navy charged with responsibility on account of loss or deficiency while in the 
line of his duty, of Government funds, vouchers, records, or papers, in his charge, 
where such loss or deficiency occurred without fault or negligence on the part of 
said officer: Provided, That the Secretary of the Navy shall have determined 
that the officer was in line of his duty, and the loss or deficiency occurred with- 
out fault or negligence on his part. The determination by the Secretary of the 
Navy of the aforesaid questions shall be conclusive upon the General Accounting 
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BATH CONGRESS } SENATE | REPORT 
1st Session No. 1186 


AMENDING SECTION 1 OF THE ACT ENTITLED “AN ACT TO AU- 
THORIZE RELIEF OF ACCOUNTABLE OFFICERS OF THE GOVERN- 
MENT, AND FOR OTHER PURPOSES,” APPROVED AUGUST 1, 1947 
(61 STAT. 720) 


JvLv 28, 1955.— Ordered to be printed 


Mr. McCuLErLaN, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany H. R. 7035) 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 7035) to amend section 1! of the act entitled *An act 
to authorize relief of accountable officers of the Government, and for 
other purposes," approved August 1, 1947 (61 Stat. 720), having 
considered the same, report favorably thereon, without amendment 
and recommend that the bill do pass. 


PURPOSE 


This bill would empower the General Accounting Office to authorize 
reimbursement of any disbursing or other accountable officer of the 
Federal Government for payments made by him or in his behalf in 
restitution of a physical loss or deficiency in his accounts, if such 
loss or deficiency occurred without fault or negligence on his part, 
and such reimbursement is recommended by the department or 
agency head concerned. Reimbursement would be authorized from 
any appropriation or fund available for the purpose of the activity 
in which the loss or deficiency occurred. The bill is designed to 
amend existing law which permits relief of such an officer, in a proper 
case for an actual physical loss or deficiency, but which, according 
to a decision of the Comptroller General, fails to authorize the reim- 
bursement of such officer if he has personally made restitution. It 
would also eliminate the need for the submission to the Congress of 
numerous private bills by which such officers are now reimbursed. 
In addition, the bill would vest authority in the Comptroller General 
to adjust and clear the accounts of disbursing and other accountable 
officers to whom relief has been granted. 
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BACKGROUND 





Under the provisions of the act of August 1, 1947 (61 Stat. 720), 
the General Accounting Office, if it concurs with the determination 
! of the department or agency head concerned, is authorized to relieve 
disbursing or other ac countable officers charged with responsibility 
on account of physical loss or deficiency in funds, records, etc., if 
such loss or deficiency occurred while the officer was acting in the 
discharge of his official duties or by reason of an act or omission of a 
subordinate, and without fault or negligence on the part of such 
officer (31 U. S. C. 82a-1). 
The Comptroller nci is provided with similar authority with 
respect to Army disbursing officers by the act of December 13, 1944 
(31 U. S. C. 95a), and with respect to Navy disbursing officers by the 
act of July 11, 1919 (31 U. S. C. 105). Each of these latter statutes, 
however, vests in the respective military service Secretary authority 


























v^) to determine whether such loss occurred in the line of duty and without 
* fault or negligence on the part of such officer and makes such deter— 
ec mination conclusive upon the General Accounting Office. 
* _ It appears that in a large number of instances, accountable officers, 
CC in whose accounts deficiencies appeared, made restitution to their 
-— accounts out of their own pockets to cover deficiencies resulting from 
"— counterfeit banknotes, bad checks, petty thefts by subordinates and 
=. other physical losses, although they were not themselves personally 
5 or officially at fault, and were otherwise entitled to relief from respon- 
Sog sibility under the provisions of this act. 
hs In 1947, shortly after the enactment of the act of August 1, 1947, 
2 an accountable officer who had personally covered a shortage in his 
* official accounts applied to the General Accounting Office, through 
his own agency head, for relief under the provisions of the act. In a 
bie decision rendered on January 27, 1948 (B-71073), the Comptroller 
we General held that, although the act authorized relief of — 
D on account of a deficiency in Government funds in a proper case, 
e once restitution was made by or on behalf of the accountable officer 
vi no deficiency existed in the account for which relief under the act can 
ow be granted, nor was there any appropriation available from which 
Se reimbursement could be made (27 Comp. Gen. 404). 
= Following this decision, and several later pronouncements of the 
2 Comptroller General to the same effect in subsequent cases submitted 
- to him, it became necessary to submit private bills to the Congress 





in order to obtain reimbursement. For the most part, the amounts 
of money involved have been small, ranging between $10 and $100. 

In 1954, in a case involving a $20 restitution by an employee of 
the Housing and Home Finance Agency, arising out of the accept- 
ance by the employee of a $20 counterfeit banknote, the Adminis- 
trator requested the Comptroller General to reconsider his decision 
of January 27, 1948 (27 Comp. Gen. 404). It was pointed out that an 
interpretation of the relief statute (Public Law 321, 80th Cong.) 
“which renders it inapplicable solely because the accountable officer 
has made payment seems to defeat the purpose of the act and tends 
to penalize accountable officers who manifest good faith by putting 
their accounts in balance pending the determination of the question 
of relief.” 
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In a decision (B-121557), dated November 5, 1954, the Comptroller 
General reaffirmed his earlier decision that the act of August 1, 1947, 
does not apply in such cases. Concerning the effect of this inter- 
pretation on accountable officers who have acted in good faith, the 
Comptroller General stated: 

This Office has recognized that inequities would arise as a result of such inter- 
pretation of the relief act involved and the matter has been thoroughly con- 
sidered, not only at the time the decision referred to above was rendered but also 
in a number of subsequent decisions involving the application of that act. * * * 
It is the view of this Office that the act is open to no other construction and that 
any inequities which arise from such construction are for the consideration of the 
Congress. Consequently, this Office has, in proper cases, favorably reported on 
several private relief measures * * *, 


COMMITTEE ACTION 


Action on original Senate bill 

The committee originally had before it a Senate bill, S. 1806, 
introduced at the request of the Administrator of the Housing and 
Home Finance Agenev. The Comptroller General and the Treasury 
Department proposed several amendments to that bill, designed to 
clarify the application of its provisions and to provide legal authority 
for the clearance of accounts of officers to whom relief is granted. 
Following a conference between the committee staff and representa- 
tives of the Legislative Counsel of the Senate, the Comptroller General, 
the Treasury Department, and the Bureau of the Budget, appropriate 
amendments were drafted, as follows: 

(a) Clarifying amendments.—Although S. 1806, as originally intro- 
duced, provided for reimbursement, in à p: ‘oper case, of accountable 
officers who personally Pn restitution of physical losses in their 
accounts, the Comptroller General pointed out that some doubt 
existed as to whether the language of the bill would authorize the 
reimbursement of persons other than accountable officers who made 
restitution on behalf of such officers. This would include estates, 
sureties, ete. Accordingly, he proposed that specific authority be 
included in the bill to authorize reimbursement of such persons. He 
pointed out further that some clarification was require d with respect 
to the authorization of reimbursement of amounts paid before, as well 
as those paid subsequent to, the enactment of the bill. It was ulti- 
mately agreed that reimbursement should date M to losses occurring 
on or after the effective date of the original act, i. e., August 1, 1947. 

(b) Awthority for clearance of accounts.- Although under existing 
law, the General Accounting Office has authority, in a proper case, 
to grant relief to accountable officers with losses or deficiencies in 
their accounts, the amount of money involved continues to be reflected 
as a deficiency in the account of such officer, even though he has been 
relieved of responsibility. It appears that such deficiency can only 
be cleared by specific appropriations or by specific statutory author- 
ity to clear the account. At present, there is no such authority, 
although, in some instances, the Congress has made specific appro- 
priations to enable such accounts to be cleared. The Comptroller 
General and the Treasury Department requested permanent and con- 
tinuing authority, in the interest of sound accounting practice, to en- 
able the clearance of such accounts. Accordingly, the committee 
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agreed to the addition of the language necessary to accomplish this 
objective. 


2. Action on the House bill, H. R. 7035 


Following the completion of preliminary action on S. 1806, as indi- 
cated above, a copy of the bill with proposed amendments was made 
available to the House Committee on Government Operations which 
proceeded to report favorably a clean bill, H. R. 7035, on June 29, 
1955 (H. Rept. 997). This bill, which embodies the major amend- 
ments agreed to by this committee, passed the House of Representa- 
tives on July 18, 1955. 

In view of the fact that the House of Representatives has already 
taken final action on H. R. 7035, the committee substituted that bill 
for S. 1806, as amended, with a view to expediting action thereon. 


CONCLUSIONS 


The enactment of this bill will result in the removal of existing 
inequities, the elimination of the need for the submission to the Con- 
gress of large numbers of private bills, and the improvement of Govern- 
ment accounting practices. It has the approval of the Director of the 
Bureau of the Budget as well as other agencies and departments of the 
Government, and its favorable consideration is strongly urged by the 
Comptroller General and the Treasury Department which were instru- 
mental in drafting and submitting the measure. It is largely technical 
in nature and is not expected to entail any additional cost to the Gov- 
ernment. Furthermore, it may result in some economy by eliminat- 


ing the costly agency staff work required in connection with the sub- 
mission of private relief bills. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of the rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by this bill are shown 
as follows (new matter is printed in italics, existing law in which no 
change is proposed is shown in roman): 
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SECTION 1 OF THE AcT oF Avausr 1, 1947 


(61 Stat. 720, 31 U. S. C. 82a-1) 


f 
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The General Accounting Office is authorized, after consideration of the pertinent 
findings and if in concurrence with the determinations and recommendations of 
the head of the department or independent establishment concerned, to relieve 
any disbursing or other accountable officer or agent or former disbursing or other 
accountable officer or agent of any such department or independent establishment 
of the Government charged with responsibility on account of physical loss or 
deficiency of Government funds, vouchers, records, checks, securities, or papers 
in his charge, or to authorize the reimbursement, from any appropriation or fund 
available for purposes of the activity in which the loss or deficiency occurred, of 
amounts paid subsequent to August 1, 1947, by or on behalf of the officer or agent in 
restitution of the loss or deficiency, if the head of the department or independent 
establishment determines (1) that such loss or deficiency occurred while such 
officer or agent was acting in the discharge of his official duties, or that such loss 
or deficiency occurred by reason of the act or omission of a subordinate of such 
officer or agent; and (2) that such loss or deficiency occurred without fault or 
negligence on the part of such officer or agent. This Act shall be applicable 
only to the actual physical loss or deficiency of Government funds, vouchers, 
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records, checks, securities, or papers, and shall not include deficiencies in the 
accounts of such officers or agents resulting from illegal or erroneous payments. 
Whenever it is necessary in the opinion of the Comptroller General to restore or 
otherwise adjust the account of any disbursing or accountable officer or agent or former 
disbursing or other accountable officer for relief heretofore or hereafter granted under 
this act, the amount of such relief shall, unless another appropriation is specifically 
provided therefor, be charged to the appropriation or fund available for the expense 
of the disbursing or other accountable function at the time the adjustment is effected. 


O 
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S4TH CONGRESS SENATE | Report 
No. 1187 


Ist Session 


AUTHORIZING THE TEXAS HILL COUNTRY DEVELOPMENT FOUN- 
DATION TO CONVEY CERTAIN LAND TO KERR COUNTY, TEX., 
AND SUCH COUNTY TO CONVEY A PORTION THEREOF TO THE 
STATE OF TEXAS 


JuLy 28, 1955.—Order d to be printed 


Mr. McCLELLAN, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompan 


The Committee on Government Operations, to whom was referred 
the resolution (H. J. Res. 276) to authorize the Texas Hill Country 
Development Foundation to convey certain land to Kerr County, 
Tex., having considered the same, report favorably thereon, without 
amendment, and recommend that the joint resolution do pass. 


PURPOSE 


The purpose of this joint resolution is to authorize the conveyance 
of approximately 90 acres of unimproved land situated in Kerr County, 
Tex., heretofore conveved bv the United States to the Texas Hill 
Country Development Foundation pursuant to Private Law No. 480, 
82d Congress, bv said foundation to Kerr County, Tex., subject to the 
same terms, conditions, and restrictions which were incorporated in 
the original conveyance by the United States by deed executed 
February 1, 1955. 

BACKGROUND 


Pursuant to the authority of Private Law 480, 83d Congress, the 
land covered by this resolution was authorized to be conveyed to the 
Texas Hill Country Development Foundation in consideration of the 
payment of $16,500, under a conditional deed of conveyance providing 
that the property be used for the promotion of agriculture for a period 
of 25 vears. The act further provided that in the event such property 
ceased to be used for this purpose, it would revert to the United States, 

While the general provisions of law permit releases from suc 'h 
conditions and restrictions on real property transferred to certain 
nonprofit organizations, there is no provision of law which would 
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&uthorize the Government to remove the restrictions when the 
property is transferred pursuant to private law. 

Although the property will continue to be used for the purpose for 
which it was originally conveyed, the Texas Hill Country Develop- 
ment Foundation desires to transfer title to the property to Kerr 
County, which has raised $200,000 under a special bond issue for 
development and maintenance of the property. Under the law, 
however, the expenditure of proceeds of the bond issue is limited to 
improvement of county-owned property. House Joint Resolution 
276 would permit vesting of title in the county and utilization of the 
property for the purpose for which it was originally intended under 
the same terms and conditions as prescribed in the original conveyance 
authority. 

House Report No. 1041, 84th Congress, accompanying House Joint 
Resolution 276, which passed the House of Representatives on July 
18, 1955, contains the following additional explanation of the resolu- 
tion. 

The county, being also interested in the development and promotion of agri- 
cultural improvements, has indicated a willingness, except for the limitations on 
expenditures of money raised by bond issue, to assist financially with the develop- 
ment of the property in question. By arrangement between the county author- 
ities and officials of the foundation, the foundation would continue operation and 
supervision of developing and using the land effectively for the purposes for which 
it was transferred by the Government, and any conveyance by them to Kerr 
County would contemplate and incorporate provisions continuing in effect all the 
provisions of Private Law 480, 83d Congress, and the implementing deed of 
conveyance. 


AGENCY COMMENTS 


The resolution has been approved by the Bureau of the Budget, 
General Services Administration and the General Accounting Office. 
The letter from the Comptroller General follows: 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, July 21, 1955. 


Hon. Joun L. McCrELLAN, 
Chairman, Government Operations Committee, 
United States Senate. 


Dear Mr. Cuartrman: This is in reference to the telephone request today by 
a member of your committee staff for our comments on House Joint Resolution 276 
which would authorize the conveyance of certain land by the Texas Hill Country 
Development Foundation, a nonprofit corporation, to Kerr County, Tex., and 
the reconveyance of a part thereof to the State of Texas. 

Pursuant to Public Law 480, 83d Congress, the land involved was conveyed for 
$16,500 to the foundation for use in the promotion of agriculture through the en- 
,couragement of certain designated activities, subject to reversion of the land to 
the United States in the event it should cease to be used for such purposes before 
the expiration of 25 years. 

While title 40, United States Code, section 484 (k) (2), and title 50, United 
States Code Appendix, section 1622, provide for releases from such conditions, 
reservations and restrictions on real property transferred to certain nonprofit 
organizations pursuant to the Surplus Property Act of 1944 and the Federal 
Property and Administrative Services Act of 1949, no provision of law has been 
found which authorizes any Government official to release the possibility of re- 
verter on land which was transferred by the United States pursuant to private 
law. Hence this resolution would appear to be necessary if the possibility of 
reverter is to be modified as proposed. 

Whether the land is held by Kerr County, Tex., or by the foundation would 
appear to make no essential difference insofar as the Government’s possibility of 
reverter is concerned so long as the land continues to be used for the designated 
purposes. The deletion by the House Committee on Government Operations of 
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section 2 of the bill as originally introduced, which would authorize a portion of 
the property to be conveyed to the State of Texas, is immaterial insofar as the 
interests of the Government are concerned. 

Accordingly, we have no objection to the favorable consideration of the resolu- 
tion. 

Sincerely yours, 
JosepH CAMPBELL, 
Comptroller General of the United States, 


O 
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84TH CONGRESS l SENATE UT 
Ist Session 


PROVIDING FOR THE CONVEYANCE OF A PORTION OF 
THE FORMER O'REILLY GENERAL HOSPITAL, SPRING- 
FIELD, MO., TO THE STATE OF MISSOURI 


Jury 28 1955.—Ordered to be printed 


Mr. SYMINGTON, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany H. R. 482] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 482) to provide for the conveyance of a portion of 
the former O'Reilly General Hospital, Springfield, Mo., to the State 
of Missouri, and for other purposes, having considered the same, 
report favorably thereon, without amendment, and recommend that 
the bill do pass. 

PURPOSE 


The purpose of the bill is to authorize and direct the Administrator 
of General Services to convey, without monetary consideration, to 
the State of Missouri approximately 16.5 acres of unimproved surplus 
land upon certification by the Secretary of Defense and the Governor 
of Missouri that the property is needed for training or support of the 
National Guard. It further provides that necessary restrictions be 
placed in the deed of conveyance to reserve to the United States all 
mineral rights, including gas and oil, the right of possession by the 
Federal Government during any period of national emergency, and 
a proviso that in the event the property is not used for training of 
the National Guard or for other military purposes it would, at the 
option of the Secretary of Defense, revert to the United States. 

The report of the House Committee on Government Operations 
(H. Rept. 1038, 84th Cong.) contains the following explanation and 
background in support of this bill: 


HISTORICAL BACKGROUND 


As a mobilization requirement the Federal Government during 1941-42 acquired 
158 acres of land at Springfield, Mo., for the purpose of establishing and operating 
a United States Army hospital, Ninety-two acres of this total acquisition was by 
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donation from the city of Springfield, the city having acquired title in consideration 
of payment to the owners of $70,000 which was raised by public subscription. 
The O'Reilly General Hospital was established by the War Department and was 
operated by that Department until 1947 when the entire installation was trans- 
ferred to the Veterans' Administration. In March 1953 the facility was declared 
excess to the needs of the Veterans' Administration and was transferred to the 
General Services Administration for disposition. In September 1954, upon the 
determination that there was no further Federal requirement for the property, 
it was declared surplus to the needs of the Federal Government. Since that time 
various parcels thereof, together with improvements, have been disposed of, mostly 
under publie benefit allowance provisions of section 203 (k) of the Federal Property 
and Administrative Service Act of 1949, as amended. "The remaining 16.2-acre 
parcel (unimproved since temporary buildings previously thereon have been 
disposed of separately) is the subject of this bill. 


STATEMENT 


The Congress, in exercise of its constitutional authority (art. IV, sec. 3) with 
regard to Federal property, has by general legislation provided for maximum 
utilization of federally owned property (Public Law 152, 8ist Cong.) and has 
provided generally and specifically for disposal of surplus property consistent with 
the best interest of the United States. Accordingly, provisions have been made 
for transfers of surplus Government-owned property, both real and personal, to 
States, political subdivisions, and tax-supported or nonprofit institutions for 
health and educational purposes (sec. 203 (j) and (k), Public Law 152, 81st Cong.). 
Provisions are made for transfers without remuneration of surplus realty for his- 
toric monument purposes (50 U. S. C. App. 1622h). States or political sub- 
divisions are given & public benefit allowance of 50 percent of the fair value with 
respect to transfers of surplus realty for park and recreational use (Public Law 
616, 80th Cong.). Statutory provisions are made for transfer without monetary 
consideration of surplus, Government-owned airport property to States or political 
subdivisions for publie airport use (50 U. S. C. 1622). 

No current general legislative provision authorizes transfer of surplus Govern- 
ment-owned real property to States for National Guard purposes. However, 
legislation specifically designed and intended to enhance the strength and mobili- 
zation potential of the National Guard has since World War II manifested an 
unmistakable and continuing congressional policy of recognition of the importance 
of the National Guard, particularly as it is geared to any overall mobilization 
pattern. In particular, the National Defense Facilities Act of 1950 (Public Law 
783, 8ist Cong.), amendment and extension of which (H. R. 2107) was favorably 
acted on by the House of Representatives April 7, 1955, provides for substantial 
Federal financial assistance in the coordinated long-range, combined efforts of the 
Federal Government and the States to provide training facilities adequate to the 
increased requirements of civilian components of the armed services, including the 
National Guard. Public Law 475, 81st Congress, approved April 20, 1950, 
amending the National Housing Act, provided for the transfer without considera- 
tion to States for National Guard purposes of land, together with nondwelling 
structures thereon, held by the Housing and Home Finance Ageney in connection 
with war or veterans’ housing. In addition to this general legislation favorably 
affecting the Nationa] Guard numerous legislative enactments in each session of 
Congress have authorized and directed transfer of federally owned realty to the 
various States to be used for National Guard purposes. Such legislatively di- 
rected transfers, for the most part, have been of property excess to the needs of the 
holding agencies (as distinguished from property which has been declared surplus 
to requirements of the Government after screening pursuant to Public Law 152, 
8lst Cong., to assure maximum Federal utilization), and consequently have 
been favorably reported by the congressional committee having jurisdiction with 
regard to the particular holding agency. However, with rare exception and re- 
gardless of the reporting committee, each such enactment has provided that the 
transfer pursuant thereto would be subject to reservations of Federal right of use 
during national emergencies and conditioned on automatic reversion in the event 
of nonuse for National Guard purposes. This proposed legislation as amended 
specifically provides for similar conditions and reservations. 

During the 83d Congress, 6 real property conveyances were legislatively author- 
ized for National Guard purposes (Public Laws 356, 268, 327, 711, 712, and 713). 
During the current session of the 84th Congress, the following legislative convey- 
ances for National Guard purposes have been enacted: 
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H. R. 489, enacted into Public Law 49, 84th Congress 

H. R. 775, enacted into Public Law 50, 84th Congress 

H. R. 5170, enacted into Public Law 52, 84th Congress 
Other bills are pending before the Armed Services Committee. 

Though the States have a combined estimated $500 million in National Guard 
facilities (H. Rept. 425, 83d Cong.), it is a well-recognized fact, in view of the 
financial plight of most of the States and local governments, that little or no em- 
phasis can be placed on National Guard training facilities without encouragement 
and assistance from the Federal Government. In the disposal of surplus Govern- 
ment-owned property, very often by donation, the committee feels that it will be 
difficult to imagine a more worthwhile purpose or one in which the publie interest 
is so apparent than transfer to the States for National Guard purposes And it 
&ppears to the committee, in the light of continuing Federal legislation benefiting 
the National Guard, that in the disposal of surplus Government-owned property, 
transfers of such property to the States for National Guard purposes have been 
considered sufficiently in the publie interest to warrant favorable action by the 
Congress. 

AGENCY COMMENTS 


Comments were elicited from the following executive agencies: Bureau of 
the Budget, General Accounting Office, General Services Administration, and the 
Department of Defense. No objections were interposed as to favorable considera- 
tion of the bill. Each agency, however, recommended amendments such as have 
been incorporated in this bill as favorably reported. In addition, the Department 
of the Army reporting for the Department of Defense suggested that the Congress 
might desire to include amendatory language specifically reducing any possible 
future Federal contribution toward armory construction pursuant to the Federal 
Defense Facilities Act of 1950 by the amount of the fair value of the land author- 
ized to be transferred by this bill. It has been determined, however, that such a 
legislative stipulation has been included in only one of the numerous legislative 
conveyances for National Guard purposes (Public Law 268, 83d Cong., H. Rept. 
936), and in that instance for the reason, as reported by the counsel of the House 
Armed Services Committee, that that bill (H. R. 1245, 83d Cong.) did not provide 
for the usual reservations (right of emergency use and reverter upon nonuse) to 
the United States. Also it would appear that the Secretary of Defense, under 
provisions of the Federal Defense Facilities Act of 1950, is statutorily authorized 
in his discretion not only to determine the desirability of Federal participation in 
a particular armory construction but also to prescribe the conditions of any 
Federal participation and the amounts (statutorily limited to 75 percent) to be 
contributed by the Federal Government. Accordingly, the committee does not 
believe it would be necessary or desirable to include limiting provisions as sug- 
gested in conveyance legislation of this nature. 
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Calendar No. 1205 


84TH CONGRESS i SENATE Í REPORT 
1st Session No. 1189 


PROVIDING FOR THE ACCEPTANCE AND MAINTENANCE 
OF PRESIDENTIAL LIBRARIES 


JuLY 28, 1955.—Ordered to be printed 


Mr. SYMINGTON, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany H. J. Res. 330) 


The Committee on Government Operations, to whom was referred 
the joint resolution (H. J. Res. 330), to provide for the acceptance and 
maintenance of Presidential libraries, and for other purposes, having 
considered the same, report favorably thereon with amendments and 
recommend that the joint resolution do pass. 

The amendments are as follows: 

Page 2, line 10, strike out “(g)” and insert “(h)”. 

Page 2, line 12, strike out “subsections” and insert “subsection”. 

The amendments are technical in nature and do not change the 
substances of the resolution as approved by the House of Representa- 
tives. 

PURPOSE 


—— of this joint resolution is to authorize the Administra- 
` 
X 


tor of General Services to accept, for deposit, the papers, documents, 
and other historical materials of any President or former President of 
the United States, whenever the Administrator deems it to be in the 
public interest. 

This resolution would make possible an effective and systematic 
procedure for the preservation and use of presidential papers when 
accepted by the Administrator of General Services as gifts to the 
United States for the purpose of establishing an archival depository. 
It would enable the President and former Presidents of the United 
States to plan for the preservation of their papers at the place of their 
choice, under agreements which would insure that the Government 
would make adequate provision for receiving, preserving, and ad- 
ministering them within necessary and appropriate restrictions which 
recognize and protect the President’s rights. 
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This proposed legislation would not only enable the Government 
to acquire valuable collections of historical materials and property 
without cost, but would make possible the housing, within one 
establishment, of all types of materials relating to the history of a 
President and his administration, which should stimulate interest 
and research in American history. 


PROVISIONS OF HOUSE JOINT RESOLUTION 330 


This proposed legislation provides that the papers and historical 
materials of any President or former President of the United States, 
or of any other official or former official of the Government, and other 
papers “relating to and contemporary with any President or former 
President of the United States,” may be accepted for deposit in the 
National Archives system, subject to restrictions agreeable to the 
Administrator of General Services as to their use. 

The resolution would authorize the acceptance by the Government 
of any land, buildings, and equipment offered as a gift to the United 
States by any President or former President for the purpose of estab- 
lishing a Presidential library or archival depository to be maintained 
and operated as a part of the National ears system. 

However, before any of the buildings, land or equipment intended 
to establish a Presidential archival depository is accepted by the 
Administrator of General Services, he must submit a written report 
to the President of the Senate and the Speaker of the House of Repre- 
sentatives, describing the property and documents offered as a gift 
to the Government together with an estimate of the cost thereof, and 
an estimate of the annual cost of maintaining and operating such 
proposed depository. The Administrator shall not take title to any 
property or enter into an agreement to accept land, buildings, or 
equipment to establish a Presidential archival depository until the 
expiration of 60 calendar days of continuous session of the Congress 
following the date of such submission. 

The Administrator, in negotiating for the deposit of Presidential 
historical materials would be required to take the necessary steps to 
secure to the Government, so far as possible, the right to have con- 
tinuous and permanent possession of such materials, subject to such 
restrictions respecting their availability and use as may be specified 
in writing by the donors or depositors, including the restriction that 
they shall be kept in a Presidential archival depository, such restric- 
tions to be respected for so long a period as is specified, or until revoked 
or terminated by the donors or depositors. 

In addition to the foregoing provisions, the resolution would 
authorize the Administrator to dispose of, by sale or exchange, any 
papers, documents, or materials which the Archivist determines to 
have no permanent value or historical interest; to cooperate with and 
to assist institutions of learning or other organizations to conduct 
studies or research in historical materials deposited; the collection of 
(admission) fees for the privilege of visiting and viewing Presidential 
archival depositories; to provide reasonable office space in any Presi- 
dential archival depository for the use of any former President of the 
United States; and the acceptance of gifts or bequests of money or 
property for the purpose of helping to defray the cost of maintaining, 
operating, protecting, or improving any Presidential archival deposi- 
tory. All of the proceeds from admissions, gifts, receipts from the 
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sale of surplus materials, and income derived from any other source 
incidental to the operation of such depositories will be required to be 
deposited in the National Archives trust fund to be held, adminis- 
tered, and expended in the interest of the Presidential depository in 
connection with which they were received, including the normal 
maintenance and operating expenses of the respective depositories. 


NEED FOR LEGISLATION 


During the past 25 years, Presidential libraries have been established 
as the most desirable way of taking care of the papers and mementos 
of Presidents of the United States after leaving office. Former 
President Herbert Hoover placed his papers in the Hoover Library 
on War, Revolution, and Peace on the campus of the University of 
Leland Stanford. Former President Franklin D. Roosevelt gave his 

apers and library to the Federal Government, identified as the 

oosevelt Library at Hyde Park, N. Y. The Roosevelt Library was 
accepted by the Government of the United States as a part of the 
National Archives system under a joint resolution approved July 18, 
1939. 

The Federal Property and Administrative Services Act of 1949 was 
amended by the enactment of the Federal Records Act of 1950 
(Public Law 754, approved September 5, 1950), under which the 
National Archives was transferred to and became an integral part 
of the General Services Administration, with broad authority vested 
in the Administrator over the affairs and operation of the National 
Archives. This act gave the Administrator authority to accept 
personal papers and historical documents of the President of the 
United States and his successors for safekeeping in the National 
Archives system, but did not authorize the acceptance of papers, 
documents, and buildings of former Presidents, as is contemplated 
by this resolution. It is the purpose of this resolution to correct 
this deficiency in the law and to assure that future Presidents may 
present their papers and records to the United States for safekeeping 
and use by historians and students of American history. 

It is understood that plans are now underway for transferring the 
papers of former President Harry S. Truman, together with the 
buildings of the Truman Library, Inc., when completed, to the 
Government for establishment of a Presidential archival depository 
at Independence, Mo. Steps are being taken, with President Eisen- 
hower's approval, to place his papers in a library to be constructed 
near the Eisenhower family home in Abilene, Kans. 

Should the pending resolution be adopted, the papers, records, and 
mementos in these and other Presential libraries, including historical 
materials and other papers of any official or former official of the 
Government relating to and contemporary with any President or 
former President of the United States, may be presented to the 
Federal Government as a gift for preservation as a part of the National 
Archives system, subject to restrictions as may be prescribed by the 
Administrator of General Services. The Administrator would also 
be authorized to accept the records, buildings, land, and equipment 
of those libraries, or others proposed to be constructed in a community 
the President or former Presidents may designate, as well as those of 
any succeeding Presidents, if and when they desire to donate them to 
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the Government, the cost of maintaining and operating such deposi- 
tories to be financed by the Federal Government. 


THE HOOVER LIBRARY ON WAR, REVOLUTION, AND PEACE 


During consideration of House Joint Resolution 330 in the House 
of Representatives on July 5, some question arose as to whether or 
not its provisions were sufficiently broad to permit the inclusion of 
the Presidential papers of former President Herbert Hoover, on 
deposit in the Hoover Library on War, Revolution, and Peace on the 
campus of the University of Leland Stanford. 'The committee re- 
quested an official report from the General Services Administration 
to clarify this point and to insure that the Presidential papers and 
historical material of former President Hoover, or of any official or 
former official of the Government relating to and contemporary with 
Mr. Hoover's service as President of the United States, would be 
adequately covered by the provisions of the resolution. "The following 
letter from the General Counsel of the General Services Administra- 
tion clearly establishes the fact that the papers and related documents 
of former President Hoover will be qualified for transfer to the Federal 
Government on the same basis as the papers and libraries of other 
former Presidents, should a request be submitted to the Federal 
Government for such custodial transfer: 


GENERAL Services ADMINISTRATION, 
Washington 25, D. C., July 22, 1955. 
Re House Joint Resolution 330; Presidential Libraries 
Hon. Jonn L. McCLELLAN, 
Chairman, Committee on Government Operations, 
United States Senate, Washington 25, D. C. 

DEAR SENATOR McCuELLAN: Your letter of July 12 to the Archivist of the 
United States inquired whether House Joint Resolution 330 in its present form 
is sufficiently broad to permit the deposit of former President Hoover's personal 
papers in a Presidential archival depository. 

We are satisfied that the present language is adequate for this purpose. 

The proposed amendment of section 507 (e) of the Federal Property and 
Administrative Services Act of 1949 authorizes acceptance for deposit of the 
papers and other historical materials of any President or former President of 
the United States, or of any official or former official of the Government, and 
other papers relating to and contemporary with any President or former Presi- 
dent of the United States, subject to restrictions agreeable to the Administrator 
as to their use. 

Under the new subsection (f) of section 507 the Administrator of General 
Services is authorized either to accept land, buildings, and equipment offered as 
a gift for a Presidential archival depository or to enter into agreements with any 
Ntate, political subdivision, university, ete., to utilize and operate as such depos- 
itorv land, buildings, and equipment made available for the purpose without 
transfer of title. 

We do not have complete information regarding the present status of Mr. 
Hoover's papers or the relationship between the Hoover Library on War, Revo- 
lution, and Peace, the Stanford University War Memorial Library, and Stanford 
University itself, but so far as we can see there would be no legal impediment 
under the pending resolution to the establishment of a depository of which Mr. 
Hoover’s papers would form the nucleus either in their present location or 
elsewhere. 

lf, as we understand to be the case, the papers are concentrated on two floors of 
the Stanford University War Memorial Library, we believe the resolution would 
authorize the making of an agreement with the university, or whatever foundation 
administers the library, under which the space occupied by the papers, and such 
additional space as might be necessary for related materials, would be adminis- 
tered as a depository forming a part of the National Archives system. 
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It is our impression that Congressman McCormack, in the statement which 
you quoted, was expressing doubt, not as to the adequacy of the resolution, but 
rather as to the availability of Mr. Hoover’s papers. We had ourselves under- 
stood that Mr. Hoover had turned over the papers to the university or a library 
foundation and probably would not wish to change the present arrangements. 
We certainly feel that Mr. Hoover’s papers have the greatest research value for 
scholars interested in the history of our Nation and would by all means wish to 
accept them for deposit and establish a depository under the resolution if the 
opportunity is offered. 
Sincerely yours, 
(Signed) MaxwErr H. EruiorrT, 
General Counsel, 


COMMITTEE 






ACTION 


This resolution was introduced in the House of Representatives on 
June 2, 1955, by Representative John W. McCormack (Massachu- 
setts). It is identical to a companion resolution (S. J. Res. 81) intro- 
duced in the Senate by Senator Hennings and cosponsored by Senators 
Symington, Carlson, and Schoeppel. 

A special subcommittee of the House Committee on Government 
Operations held hearings on House Joint Resolution 330, House Joint 
Resolution 331, and House Joint Resolution 332, identical proposals. 
Representatives Edward H. Reese and Joseph W. Martin (both of 
whom sponsored identical resolutions), the Administrator of General 
Services, the Archivist of the United States, the Assistant to the 
Comptroller General, and the director of the Harry S. Truman Library, 
Ine., supported the resolution. House Joint Resolution 330 was re- 
ported favorably in the House on June 20, with perfecting amend- 
ments (H. Rept. No. 998), and was approved by the House of Rep- 
resentatives on July 5, 1955. 

In view of the House action, this committee reported House Joint 
Resolution 330 in lieu of the Senate resolution with minor technical 
amendments to conform to action taken by the Congress involving a 
further amendment to section 507 of the Federal Property and Admin- 
istrative Services Act of 1949, which included a new subsection (g), 
Public Law 148, 84th Congress. 


AGENCY COMMENTS 


The Director of the Bureau of the Budget in a letter addressed to 
the chairman of the committee, stated that the Bureau is thoroughly 


in accord with the purposes of the joint resolution and recommends 
that it receive the favorable connideniticd of the committee. "The 
Assistant Administrator of General Services stated that the enact- 
ment of the proposed legislation is very favorably recommended. The 
letters from these agencies follow: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 29, 1955. 
Hon. Jonn L. MCCLELLAN, 
Chairman, Committee on Government Operations, 
Senate Office Building, Washington 25, D. C. 

My Dear Mr. CuatrMan: This will acknowledge and reply to your letter of 
June 23, 1955, requesting the views of the Bureau of the Budget upon Senate 
Joint Resolution 81, to provide for the acceptance and maintenance of Presi- 
dential libraries. 

The joint resolution would amend section 507 of the Federal Property and 
Administrative Services Act of 1949, as amended, by authorizing the General 
Services Administrator, whenever he deems it in the public interest, to accept 
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papers and other historical materials of any President or former President, or 
any other official or former official of the Government. Other materials and 
documents would also be authorized to be accepted and preserved. Further, 
the Administrator would be authorized to accept any land, buildings, and equip- 
ment offered as a gift to the United States for the purpose of creating a Presi- 
dential archival depository. 

In addition to these two major purposes, the resolution contains the necessary 
administrative authorizations and provisions to safeguard the interests of the 
Government, of a President or a former President or other donors. 

The Bureau of the Budget is thoroughly in accord with the purposes of the 
joint resolution and recommends that it receive the favorable consideration of 
the committee. 

Sincerely yours, 
(Signed) Rowra4wNp Hvuaues, Director. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., July 22, 1955. 
Re Senate Joint Resolution 81, To Provide for the Acceptance and Maintenance 
of Presidential Libraries. 


Hon. Jonn L. MCCLELLAN, 
Chairman, Committee on Government Operations, 
United States Senate, Washington 25, D. C. 


Dear Sexnaror MCCLELLAN: Your letter of June 23, 1955, requested the views 
of GSA with respect to Senate Joint Resolution 81, a proposed joint resolution to 
provide for the acceptance and maintenance of Presidential libraries, and for other 
purposes. The proposed joint resolution is identical to three joint resolutions 
introduced in the House of Representatives in the first session of the 84th Con- 
gress: House Joint Resolutions 330, 331, and 332. 

GSA is in favor of this proposed legislation, which is intended to provide a 
means, under our National Archives system, for the preservation by the Govern- 
ment of the papers of any President or former President of the United States or 
of any official or former official of the Government, together with related historical 
materials. The proposed resolution would amend the Federal Property and Ad- 
ministrative Services Act of 1949, as amended, to authorize the creation of Presi- 
dential archival depositories for such records. 

This legislation is not mandatory, but permissive in character. In the best 
tradition, it provides an opportunity for former Chief Executives and other 
officials to make disposition of their personal papers and documents subject to 
such restrictions as may appear to them to be appropriate. 

The increase in vo lume of Presidential and other papers has made it impracti- 
cable for ex-Presidents and other officials, or their families, to assume the respon- 
sibilities of caring for such material. The establishment of Presidential libraries 
as depositories of such records is the best method that has been devised for the 
preservation of such material. The Presidential library offers the advantages of 
geographical decentralization, and the housing within one establishment of all of 
the types of material that help to explain the history of a President and his period. 

The proposed amendment specifically would authorize the acceptance of land, 
buildings, and equipment offered as a gift to the United States, and the entering 
into agreements with States, subdivisions, universities, or other organizations, 
for the utilization as Presidential archival depositories of land, buildings, and 
equipment, without transfer of title thereto to the United States. 

Under this legislation, the Government will be able to take advantage of the 
generosity of a President, and of his associates and friends whose interests in a 
memorial would provide the general public with the expensive physical facilities 
and equipment for an archival depository at no cost to the Nation’s taxpayers. 

Senate Joint Resolution 81 will provide a system for the preservation, and use of 
Presidential, and other official papers, and for the integration with such material 
of related valuable records created by Federal agencies outside of Washington. 
It recognizes the vital interest of the Federal Government and of the general 
public in such records. The vehicle contemplated by the proposed legislation is a 
logical extension of the present authority and duties of the National Archives, as 
provided by the Federal Property and Administrative Services Act of 1949, 
as amended. 

The present Federal records centers, in which Government records are now 
preserved, are appropriate for the economical storage and servicing of records 
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held for official use. However, they are not designed for long-time archival 
purposes, and as the records cease to have immediate use in the active &dministra- 
tion of the Government, those having historical value should be retired to deposi- 
tories appropriate for the permanent safekeeping of such material. 

The Presidential depositories authorized to be created by the proposed legisla- 
tion will provide, in some parts of the country at least, suitable facilities for the 
ra handling of inaetive Federal records of permanent historical value. 

T De of the proposed legislation is, therefore, very favorably recom- 
mended. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Cordially yours, 
AL E. SNYDER, 
Assistant. Administrator. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the joint resolu- 
tion as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


FEDERAL PROPERTY AND ADMINISTRATIVE Services Act or 1949, as AMENDED 


Bec. 507. 9 * * 
(e) The Administrator [may] ts authorized, whenever he deems it to be in the 
public interest, to accept for deposit— 

(1) [the personal] The papers and other [personal] historical [docu- 
mentary] materials of [the present] any President or former President of 
the United States, [his successors, heads of executive departments, and 
such] or of any other — official or former official of the Government, 

f 


[as the President may designate, offered for deposit under restrictions respect- 
ing their use specified in writing by the prospective depositors: Provided, 
That restrictions so specified on such materials, or any portions thereof, 
accepted by the Administrator for such deposit shall have force and effect 
during the lifetime of the depositor or for a period not to exceed twenty-five 
years, whichever is longer, unless sooner terminated in writing by the de- 
positor or his legal heirs: And provided further, That the Archivist deter- 
mines that the materials accepted for such deposit will have continuing his- 
torical or other values;] and other papers relating to and contemporary with 
any President or former President of the United States, subject to restrictions 
agreeable to the Administrator as to their use; and 

(2) documents, including motion-picture films, still pictures, and sound 
recordings, from private sources that are appropriate for preservation by the 
Government as evidence of its organization, functions, policies, decisions, 
procedures, and transactions. 

itle to materials so deposited under this subsection shall pass to and vest in 
the United States.] 

(f) The Administrator is authorized, whenever he deems it to be in the public 
interest — 

(1) To accept, for and in the name of the United States, any land, buildings, 
and equipment -— as a gift to the United States for the purposes of creating a 
Presidential archival depository, and to take title to such land, buildings, and 
equipment on behalf of the United States, and to maintain, operate, and protect 
them as a Presidential archival depository, and as part of the national archives 
system; and to enter into agreements, upon such terms and conditions as he deems 

roper, with any State, political subdivision, university, institution of higher 
due institule, or foundation to utilize as a Presidential archival depository 
land, buildings, and equipment of such State, subdivision, university, or other 
organization, to be made available by it without transfer of title to the United 
States, and to maintain, operate, and protect such depository as a part of the 
national archives system: Provided, That the Administrator shall submit a report 
in writing on any such proposed Presidential archiva! depository to the President 
of the Senate and the Speaker of the House of Representatives, which report shall 
include a description of the land, buildings, and equipment offered as a gift or 
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to be made available without transfer of titte as aforesaid, a statement of the terms 
of the proposed agreement, if any, a general description of the types of papers, 
documenta, or other historical materials which it is proposed to deposit in the 
Presidential archival depository so to be created, and of the terms of such proposed 
deposit, a statement of the additional improvements and equipment, if any, neces- 
sary to the satisfactory operation of such depository, together with an estimate 
of the cost thereof, and an estimate of the annual cost to the United States of 
maintaining, operating, and protecting such depository: Provided further, That 
the Administrator shall not take title to any such land, buildings, and equipment 
or enter into any such agreement, until the expiration of the first period of sixty 
calendar days of continuous session of the Congress following the date on which 
such report ts transmitted, which sixty-day period shall be computed as follows: 
Continuity of session shall be considered as broken only by an adjournment sine 
die, but the days on which either House is not in session because of an adjourn- 
ment of more than three days to a day certain shall be excluded from the com- 
putation; 

(2) To deposit in any such Presidential archival depository any papers, docu- 
ments, or other historical materials accepted under subsection (e), or any Federal 
records appropria'e for preservation therein; 

(3) To exe, cise, with respect to any papers, documents, or other historical 
materials deposited under this subsection or otherwise in any Presidential archival 
depository, all the functions and responsibilities otherwise vested in him pertaining 
to Federal records or other documentary materials in his custody or under his con- 
trol: Provided, That the Administrator, in negotiating for the deposit of Presi- 
dential historical materials, shall take steps to secure to the Government, so far as 
possibie, the right to have continuous and permanent possession of such materials: 
Provided further, That papers, documents, or other historical materials accepted 
and deposited under subsection (e) and this ubsection shall be held subject to such 
restrictions respect ng their availability and use as may be specified in writ'ng by 
the donors or depositers, including the restriction that they shall be kep’ in a Presi- 
dentia archival depository, and such restrictions shall be respected for so long a 
period as shall have been specified, or until they are revoked or terminated by the 
donors or depositors or by persons legally qualified to act on their behalf with re- 
spect thereto: Provided further, That subject to such restrictions, the Administrator 
may dispose by sale, exchange, or otherwise, of any papers, documents, or other 
materials which the Archivist may determine o have no permanent value or his- 
torical interest or to be surplus to the needs of any Presidential archival depository; 

(4) To cooperate with and to assist any university, institution of higher learn- 
ing, institute, foundation, or other organization or qualified individual to further 
or to conduct study or research in any historical materials deposited in any Presi- 
dential archival depository; 

(8) To charge and collect reasonable fees for the privilege of visiting and view- 
ing any exhibit rooms or museum space in any such Presidential archival 
depository; 

(8) To provide reasonable office space in any Presidential archival depository 
for the personal use of any former President of the United States; and 

(7) To accept gifts or bequests of money or other property for the purpose of 
maintaining, operating, protecting, or improving any Presidential archival de- 
pository: Provided, That the proceeds of any such gifts or bequests, together with 
the proceeds from any fees or from any sales of historical materials, copies or 
reproductions thereof, catalogs, or other items, having to do with any Presidential 
archival depository, shall be paid into the National Archives Trust Fund provided 
for in section 5 of the Act of July 9, 1941, to be held, administered, and expended 
under the provisions of such section for the benefit and in the interest of the 
Presidential archival depository in connection with which they were received, in- 
cluding such administrative and custodial expenses thereof as the Administrator 
may determine. 

(g) The Administrator is hereby authorized to receive duplicate originals or 
duly authenticated copies of agreements or compacts entered into, pursuant to 
the Constitution and laws of the United States, between States now or hereafter 
admitted to the Union, and to take all necessary actions for their preservation and 
servicing. 

£(DJ (À The Administrator is hereby authorized to make and preserve motion- 
picture films, still pictures, and sound recordings pertaining to and illustrative of 
the historical development of the United States Government and its activities, 
and to make provisions for preparing, editing, titling, scoring, processing, dupli- 
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cating, reproducing, exhibiting, and releasing for non-profit educational purposes, 
motion-pieture films, still pietures, and sound recordings in his custody. 
(i) When used in this section— 

(1) The term “Presidential archival depository’’ means an institution operated 
by the United States to house and preserve the papers and books of a President or 
former President of the United States, together with other historical materials be- 
longing to a President or former President of the United States, or related to his 
papers or to the events of his official or personal life. 

(2) The term “historical materials” includes books, correspondence, docu- 
ments, papers, pamphlets, works of art, models, pictures, photographs, plats, 
maps, films, motion-pictures, sound recordings, and other objects or materials 
having historical or commemorative value. 


O 
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ROCKLAND HARBOR, MAINE 


JvLY 28, 1955.—Ordered to be printed 


Mr. CnavEz, from the Committee on Publice Works, 
submitted the following 


REPORT 


[To accompany 8. 1749] 


The Committee on Public Works, to whom was referred the bill 
(S. 1749) adopting and authorizing the improvement of Rockland 
Harbor, Maine, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

'The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 

following: 
That the modification of the project for improvement of Rockland Harbor, 
Maine, is hereby adopted and authorized substantially in accordance with the 
recommendations of the Chief of Engineers contained in Senate Document 
Numbered 82, Eighty-fourth Congress, first session, at an estimated cost of 
$710,000, and subject to the conditions set forth therein, the work to be prosecuted 
under the direction of the Secretary of the Army and the supervision of the 
Chief of Engineers. 

Sec. 2. There are authorized to be appropriated such sums as may be necessary 
to carry out the provisions of this Act. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize modification of the existing 
project for Rockland Harbor, Maine, in accordance with the provisions 
of Senate Document No. 82, 84th Congress, at an estimated Federal 
cost of $710,000. 

GENERAL STATEMENT 


A survey of Rockland Harbor, Maine, was authorized by a resolution 
of the Senate Committee on Public Works, adopted September 14, 
1954. The report has been transmitted to Congress and is printed as 
Senate Document No. 82, 84th Congress. 

Rockland Harbor is located just inside the southwestern entrance 
to Penobscot Bay about 75 miles northeast of Portland, Maine. 
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2 ROCKLAND HARBOR, MAINE 


The existing project provides for a riprap breakwater extending 
4,346 feet southerly from Jameson Point, dredging the inner harbor to 
depths ranging from 4 to 13 feet at low tide, and removing 2 groups 
of ledges, 1 to 22 feet and the other to 14 feet. The project has been 
completed at costs to the United States to June 30, 1954, of $916,000 
for new work and $78,000 for maintenance. The estimated annual 
cost of maintenance is $1,500. Local interests have dredged approach 
channels to the wharves and completed considerable work in the 
harbor. 

The Corps of Engineers recommends modification of the existing 
project to provide for construction of a short approach channel and 
three branch channels each with a turning basin, extending from deep 
water along about 1.5 miles of the central and northern waterfront 
to depths of 18 feet below mean low water in the outer portion and 
14 feet in the inner portion with widths of 150 feet and 100 feet; and 
a channel 18 feet deep and 100 feet wide from deep water to an existing 
marine base in the southern part of the harbor. 

The estimated Federal costs of the improvement are $710,000 for 
construction and $2,900 annually for maintenance in addition to that 
now required. 

The improvements are recommended subject to the provision that 
local interests will provide without cost to the United States all lands, 
easements, and rights-of-way necessary for construction of the project 
and its subsequent maintenance, hold and save the United States free 
from damages due to the construction and maintenance of the project; 
provide and maintain at local expense adequate public transfer and 
terminal facilities open to all on equal terms; and contribute in cash 
50 percent of the Federal cost of construction of the 18-foot channel 
to the marine base, currently estimated at $20,000. 

Rockland, Maine, with a population of 9,234 in 1950, is the principal 
port and commercial center serving a district with a population in 
excess of 34,000. Rockland is the third largest fishing port in New 
England. Its principal industrial activity is the handling of fish, 
shellfish, and fish products, and is a center for fish packing, processing, 
and canning. It is the mainland terminus for ship lines serving the 
Penobscot Bay island communities. The waterborne commerce of 
Rockland Harbor is in excess of 100,000 tons annually. 

Improvement of the Rockland Harbor is needed to accommodate 
larger deep-draft vessels. Some of these vessels cannot use the 
present harbor due to the shallow depths, while others are delayed 
waiting for favorable tides. Wharves have been damaged from 
exposure to storms. Local interests plan to make extensive improve- 
ments in the harbor for use of the freight, passenger, and fishing vessels. 
The benefit-cost ratio of the overall project is 2.27. 


DISCUSSION 


The committee has given careful consideration to the recommenda- 
tions of the Corps of Engineers. Rockland Harbor is considered to 
be one of the important harbors of the Maine coast. The harbor has 
been extensively developed, largely at the expense of local interests. 
About 20 wharves are in active use at the present time, extending 
along 15,000 feet of developed water frontage, with depths ranging 
from nothing to 15 feet at low tide. One general cargo wharf was 
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purchased by the United States during the last war and is now used 
exclusively by the United States Coast Guard. 

The committee realizes that the practice of navigating the harbor 
only at high tide is à severe economic handicap to the fishing and 
commercial activities of the port. It believes that the local benefits 
derived from the channel to the marine base, with a contribution of 
50 percent toward the cost of its construction, is equitable. 

he committee believes that improvement of the Rockland Harbor 

is needed for the accommodation of present-day traffic, and recom- 
mends enactment of S. 1749. 

Comments of the Bureau of the Budget on this bill are as follows: 


Executive OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., July 22, 1955. 
Hon Dexxis CHAvez, 
Chairman, Committee on Public Works. United States Senate, 
412 Senate Office Building, Washington, D. C. 


Mv Dzran Mz. CnaigMaN: Reference is made to our letter of May 17, 1955, 
responding to your request. for our views on 8. 1749, a bill adopting and authoriz- 
ing the improvement of Rockland Harbor, Maine. 

We have completed our review of the Department of the Army's report on the 
proposed improvements to Rockland Harbor, and our comments thereon are being 
furnished to the Seeretary of the Army. On the basis of our review, we are now 
able to advise you that the Bureau of the Budget would have no objection to 
authorization of the recommended improvements. 

However, we would still question whether, except in emergencies or rare in- 
stances of very large multiple-purpose projects, single project bills should be 
favorably considered. The Congress has customarily taken up from time to time 
all project reports pending before it and has enacted a general river and harbor 
and flood-control bill. It is our belief that such consideration of the relative 
merits of a number of projects provides a better basis of selection than piecemeal 
action on individual bills. Furthermore, no commitment can be made at this 
time as to when any estimate of appropriation would be submitted for construc- 
tion of the improvement, if authorized by the Congress, since this would be gov- 
erned by the President’s budgetary objectives as determined by the then prevailing 
fiscal situation. 

Sincerely yours, 
(Signed) Percy RAPPAPORT, 
Assistant Director. 


O 
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AUTHORIZING THE SECRETARY OF THE ARMY TO ENTER INTO 
CONTRACTS TO FURNISH WATER FOR MUNICIPAL WATER 
SUPPLIES FROM FLOOD-CONTROL AND RIVER AND HARBOR 
PROJECTS 


JuLy 28, 1955.—Ordered to be printed 


Mr. Cnavzz, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 2374] 


The Committee on Public Works, to whom was referred the bill 
(S. 2374) to authorize the Secretary of the Army to enter into contracts 
to furnish water for municipal water supplies from flood-control and 
river and harbor projects, having considered the same, report favor- 
ably thereon with amendments and recommend that the bill as 
amended do pass. 

The amendments are as follows: 

On page 1, line 8, strike out the following: ‘either (1)”. 

Page 2, line 1, after the word "interest", strike out through *'Secre- 
tary" on line 4, and insert in lieu thereof the following: 
at a rate equal to the current average rate (which rate shall be certified by the 
Secretary of the Treasury) paid by the United States on its marketable long-term 
(fifteen vears or longer) loans outstanding 

Page 2, line 5, strike out the word “him” and insert in lieu thereof 
*the Secretary". 

Page 2, line 6, strike out all after the semicolon through the word 
“cover” on line $, and insert in lieu thereof “together with”. 

Page 2, line 9, strike out after “cost” the remainder of line 9 and 
through “proper”, line 11, and after “payment”, on line 11, strike 
out on line 12, the words **each year". 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Army to 
enter into contracts to furnish water for municipal water supplies, 
including water for domestic and industrial uses, in the operation of 
any flood-control or river and harbor project heretofore or hereafter 
constructed, with repayment of allocated construction costs to the 
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United States over a period of not to exceed 40 years from the year 
water is first delivered, with interest at current average rates on long- 
term marketable loans ‘of the United States. 


GENERAL STATEMENT 


Recent drought periods in various sections of the country have made 
it apparent that the water supplies of the Nation for domestic, indus- 
trial; and agricultural use are limited. A careful look to the future 
reveals the fact that water must be conserved on a major scale and 
managed wisely to meet needs of future generations. In past years, 
shortage of water supply was generally thought to be limited to the 
arid West, but the water situation is now very acute in the Southwest, 
and is becoming critical in the normally humid East. 

In the next 25 years the situation is certain to become much more 
serious as our population increases; as agricultural uses for water 
create a greater demand; and as the requirements of an expanding 
industry continue to skyrocket. New technological demands such as 
vast quantities of water required for atomic energy plants as atomic 
power expands, and installation of air conditioning multiplies, all 
indicate a heavy increase in water demands. These problems far 
exceed those of providing relatively small resources for municipal 
water supply. 

Considering the period necessary for development of the major 
sources of water supply, it is apparent that early planning is essential. 


EXISTING LAW 


Prevision of water supplies for domestic and industrial purposes 
remains essentially the responsibility of local and State governments 
and of private industry. The Corps of Engineers has authority under 
existing legislation to provide additional storage capacity in Federal 
reservoirs built for flood control or to dispose of water provided by 
such projects which is surplus to the authorized functions. 

The Flood Control Act of 1936, as amended by Public Law 208, 
75th Congress, provides— 


* * * That the Secretary of War is authorized to receive from States and political 
subdivisions thereof, such funds as may be contributed by them to be expended 
in connection with funds appropriated by the United States for any authorized 
flood-control work whenever such work and expenditure may be considered by 
the Secretary of War, on recommendation of the Chief of Engineers, as advan- 
tageous in the public interest, and the plans for any reservoir project may, in the 
discretion of the Secretary of War, on recommendation of the Chief of Engineers 
be modified to provide additional storage capacity for domestic water supply or 
other conservation storage, on condition that the cost of such increased storage 
capacity is contributed by local agencies and that the local agencies agree to 
utilize such additional storage capacity in a manner consistent with Federal uses 
and purposes. * * * 


Section 6 of the Flood Control Act of 1944, Public Law 534, 78th 
Congress, provides— 


That the Secretary of War is authorized to make contracts with States, munici- 
palities, private concerns, or individuals, at such prices and on such terms as he 
may deem reasonable, for domestic and industrial uses for surplus water that 
may be available at any reservoir under the control of the War Department: 
Provided. That no contracts for such water shall adversely affect then existing 
lawful uses of such water. All moneys received from such contracts shall be 
deposited in the Treasury of the United States as miscellaneous receipts. 
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Section 9 (c) of the Reclamation Project Act of 1939, provides as 
follows: 

The Secretary is authorized to enter into contracts to furnish water for munici- 
pal water supply or miscellaneous purposes: Provided, That any such contract 
either (1) shall require repayment to the United States, over a period of not to 
exceed forty years from the year in which water is first delivered for the use of 
the contracting party, with interest not exceeding the rate of 34% per centum per 
annum if the Secretary determines an interest charge to be proper, or an appro- 
priate share as determined by the Secretary of that part of the construction costs 
allocated by him to municipal water supply or other miscellaneous purposes; or 
(2) shall be for such periods, not to exceed forty years, and at such rates as in 
the Secretary’s judgment will produce revenues at least sufficient to cover an 
appropriate share of the annual operation and maintenance cost and an appro- 
priate share of such fixed charges as the Secretary deems proper, and shall require 
the payment of said rates each year in advance of delivery of water for said year. 

Under these authorities, water-supply storage is being provided by 
the Corps of Engineers from 11 reservoirs, and negotiations are being 
carried forward for provision of water-supply storage in additional 
projects. Approximately 1,300,000 acre-feet of storage space will be 
made available for water supply to about 30 municipalities. In addi- 
tion, many other communities on streams all over the country are 
enjoying improved water-supply conditions by improvement in low 
flows resulting in reduced bardness, reduced pumping lifts, and gen- 
eral improvement of the quality of raw water. It is estimated that 
about 1,400,000 acre-feet of storage in the Ohio River Basin provide 
low-flow-regulation benefits to over 2,000 miles of streams. 

Under the terms of the Reclamation Act, the Bureau of Reclama- 
tion has contracted with numerous municipalities and other agencies 
in the 17 Western States for furnishing water supplies for domestic, 
industrial, and agricultural uses. 

In other arid sections of the country, reservoirs have been operated 
by the Corps of Engineers and the Bureau of Reclamation in such 
manner as to prevent complete drying up of the riverbeds down- 
stream which has enabled industries and municipalities to continue 
operation under extreme drought conditions. 


DISCUSSION 


The committee considers the matter of water supply to be one of 
the most important functions of the civil-works program. In plan- 
ning for river-basin development, the Congress has directed the Corps 
of Engineers to consider all water uses and problems to meet water- 
supply needs in the solution of the flood and other problems, and 
that reports transmitted to Congress should contain recommendations 
on present and future prospects for water-supply projects. 

The committee believes that water supply is of such vital importance 
to the maintenance of our economy and to the development of many 
sections of the country that all reservoirs constructed for river control 
must include storage for water supply to assure appropriate low-flow 
regulation for streams coursing widespread areas. 

It is the opinion of the committee that legislation similar to that 
contained in the Reclamation Project Act of 1939 should be applicable 
to the entire Nation, to assure inclusion of water-supply storage in 
reservoirs, where desired, and where local entities are willing to repay 
the United States for that part of the construction costs allocated to 
municipal water supply, with fair interest rates, and an appropriate 
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share of annual operation and maintenance cost. Likewise, similar 
provisions should apply to river and harbor projects as to flood-control 
projects. 

It is understood that contracts entered into under the provisions of 
this bill will be operated in a manner consistent with Federal uses and 
purposes of the flood-control and navigation projects. 

The committee recommends enactment of this legislation. The 


Department of the Army advised the committee that they are in 
accord with the objectives of S. 2374. The bill has been amended as 
suggested by the Bureau of the Budget. 


O 
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MODIFICATION OF THE PROJECT FOR FLOOD PROTEC- 
TION ON THE SAN JOAQUIN RIVER AND TRIBUTARIES. 
CALIFORNIA 


Jury 28, 1955.—Ordered to be printed 


Mr. Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 6066] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 6066) authorizing modification of the project for flood protec- 
tion on the San Joaquin River and tributaries, California, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to modify the authorization for the San 
Joaquin River flood-control project contained in the Flood Control 
Act of 1944, to provide that in lieu of furnishing flowage easements 
along the San Joaquin River upstream of the mouth of the Merced 
River, local interests may construct levees and channel improvements, 
as required, to protect such lands against floods. 


GENERAL STATEMENT 


The plan of improvement for flood control and other purposes on 
the lower San Joaquin River and tributaries, California, was author- 
ized by section 10 of the Flood Control Act of 1944, in accordance with 
House Flood Control Committee Document No. 2, 78th Congress. 

The act authorized construction of channel enlargement and im- 
provements; bank revetment; and levee extension, setback, relocation, 
and improvement; including raising, relocating, and extending the 
existing levee system along the San Joaquin River downstream from 
the mouth of the Merced River, to increase the effectiveness of such 
levee system. To insure the continued effectiveness of natural valley 
storage, it was proposed to reserve, for overflow purposes, those lands 
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which now flood naturally at about the discharges to which the author- 
ized improvements would regulate the maximum flood of record. One 
of the requirements of local cooperation of the act was that local 
interests obtain and furnish to the United States flowage rights to 
overflow certain lands along the San Joaquin River upstream from 
the mouth of the Merced River. The estimated cost of obtaining 
such flowage easements at that time was $800,000. 


DISCUSSION 


The committee was informed that extensive development has taken 
place in the overflow area above the mouth of the Merced River since 
preparation of the project document, and that private landowners 
have undertaken considerable land reclamation. As a result, there 
has been a tremendous increase in the cost of the required flowage 
easements. 

The State of California now desires that the area over which flowage 
easements are to be acquired be reduced, and that reclamation of 

ortions of the overflow area by construction of levees, either by the 
andowners or the State of California, be permitted. 

The committee believes that substitution of the levee plan as pro- 
vided for in the bill for the authorized flowage-easement plan is 
satisfactory to both the Federal Government and to local interests. 

There are no Federal funds involved. The Department of the Army 
offers no objection to enactment of this legislation. 

The committee is of the opinion that enactment of this legislation 
will permit local interests to construct levees and other channel im- 
provements in lieu of furnishing flowage easements thereby permitting 
the reclamation of much valuable land. It believes that the interests 
of the Government are fully protected by prohibition of increasing the 
flood hazard in downstream areas, by timing the sequence of construc- 
tion to development of flood-control storage on tributaries of the San 
Joaquin River, and by requirements that the construction and main- 
tenance of the desired improvements be undertaken at no cost to the 
United States. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law proposed by this bill are 
shown in parallel columns as follows: 





MODIFICATION 


ExisriNG Law 


Section 10 of the Flood Control Act of 
December 22, 1944 


SAN JOAQUIN RIVER 

The plan of improvement for flood 
control and other purposes on the Lower 
San Joaquin River and tributaries, 
including Tuolumne and Stanislaus 
Rivers, in accordance with the recom- 
mendations of the Chief of Engineers in 
Flood Control Committee Document 
Numbered 2, Seventy-eighth Congress, 
second session, is approved, and there is 
hereby authorized $8,000,000 for initia- 
tion and partial accomplishment of the 
plan 


OF PROJECT ON SAN JOAQUIN RIVER 


AMENDMENT UNDER H. R. 6066 


That the project for construction of 
channel improvement works and levee 
construction and reconstruction on the 
San Joaquin River and tributary chan- 
nels, authorized by the Flood Control 
Act approved December 22, 1944, is 
hereby modified to provide that in lieu 
of furnishing flowage easements along 
the San Joaquin River upstream of the 
mouth of the Merced River as set forth 
in the report of the Chief of Engineers, 
published as Flood Control Committee 
Document Numbered 2, Seventy-eighth 
Congress, responsible local interests may 
construct levees and channel improve- 
ments, as required, to protect such lands 
against floods, subject to approval by 
the Chief of Engineers, United States 
Army: Provided, That the flood hazard 
to downstream areas is not materially 
increased thereby, and that due con- 
sideration be given to the timing and 
sequence of construction of the parts of 
the project to be accomplished by local 
interests in proper relation to the de- 
velopment of flood-control storage on 
the tributaries of the San Joaquin River: 
And provided further, That construction 
and maintenance of such levees and 
channel improvements be undertaken at 
no cost to the United States. 


O 
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BRIDGE ACROSS THE MISSISSIPPI RIVER AT OR NEAR 
FRIAR POINT, MISS., AND HELENA, ARK. 


Juty 28, 1955.—Ordered to be printed 


Mr. Cnavzz, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 6417] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 6417) to revive and reenact the act authorizing the Arkansas- 
Mississippi Bridge Commission, its public successors or public assigns, 
to construct, maintain, and operate a bridge across the Mississippi 
River at or near Friar Point, Miss., and Helena, Ark., approved 
May 17, 1939, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of this bill is to revive and reenact the act which 
authorized the Arkansas-Mississippi Bridge Commission, its public 
successors or public assigns, to construct, maintain, and operate a 
bridge across the Mississippi River at or near Friar Point, Miss., and 
Helena, Ark., approved May 17, 1939, as amended June 19, 1948. 

The act of May 17, 1939, created the Arkansas-Mississippi Bridge 
Commission, consisting of six members, and authorized said commis- 
sion to construct, operate, and maintain a bridge across the Mississippi 
River at or near Friar Point, Miss., and Helena, Ark., under the terms 
of the Bridge Act approved March 23, 1906. Under the terms of 
that act, the bridge was to be commenced within 1 year and completed 
within 3 years from the date of the passage of the authorizing act. 
Later acts extended the time of commencing and completing the 
bridge. 

The act approved June 19, 1948, Public Law 701, 80th Congress, 
increased the membership of the bridge commission from 6 to 18 and 
extended the times for commencing and completing the construction 
of the bridge to 1 and 3 years, respectively. 

Since the bridge has not been commenced and completed within the 
required time limitations, the authority granted by the 1948 act has 
become null and void. 
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The committee was informed that the States of Arkansas and Missis- 
sippi are making arrangements for the construction of the bridge and 
are well along with the planning therefor. The committee therefore 
considers it necessary to revive and reenact the authorizing act to con- 
tinue the original authorization, and recommends enactment of 
H. R. 6417. 

There are no Federal funds involved in this legislation. 

The Department of the Army and the Bureau of the Budget have no 
objection to this legislation, as evidenced by the following report on 
the bill: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 20, 1956. 
Hon. CHARLES A. BUCKLEY, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. CuHarrMAN: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 4021, a bill to extend the times for 
commencing and completing the construction of a bridge across the Mississippi 
River at or near Friar Point, Miss., and Helena, Ark. 

The Department of the Army has considered the above-mentioned bill. The 
purpose of the bill is to extend the times for commencing and completing the 
construction of a bridge across the Mississippi River at or near Friar Point, 
Miss., and Helena, Ark., authorized to be built by the Arkansas-Mississippi 
Bridge Commission by an act of Congress approved May 17, 1939 (53 Stat. 747). 

The Department of the Army offers no objection to the enactment of H. R. 
4021. However, since the authorization granted by the act referred to above 
has expired by limitation, it is suggested that the bill be revised to provide for 
reviving and reenacting the act of May 17, 1939. A draft of revised bill conform- 
ing to this recommendation is herewith. Attention is also invited to the fact 
that the act of Mav 17, 1939, was amended by an act approved June 19, 1948. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
CHARLES FINUCANE, 
Acting Secretary of the Army. 


O 
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AUTHORIZING THE ADMINISTRATOR OF GENERAL SERV- 
ICES TO CONVEY CERTAIN LAND IN NECEDAH, WIS., 
TO THE VILLAGE OF NECEDAH 


Jury 28, 1955.—Ordered to be printed 


Mr. McCanrny, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany H. R. 2889) 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 2889), to provide for the conveyance of certain land in 
Necedah, Wis., to the village of Necedah, having considered the same, 
report favorably thereon, with an amendment, and recommend that 
the bill, as amended, do pass. 

The amendment is as follows: 

Strike out line 12, page 2. This amendment was found to be 
necessary due to a printing error. 


PURPOSE 


The bill would authorize and direct the Administrator of General 
Services to convey to the village of Necedah, Wis., approximately 
four-fifths of an acre (37,000 square feet) of unimproved land for the 
sum of $1, said property having been declared surplus to the needs of 
the Federal Government in 1953. 


BACKGROUND 


The property, as described in the bill, was originally acquired by 
the village of Necedah and conveyed to the United States in 1938 in 
consideration of payment in the sum of $1. It was first used by the 
Resettlement Administration who erected some buildings which have 
since been razed. After that it was administered by the Department 
of the Interior until 1953 as a wildlife refuge. 

The village of Necedah, Wis., desires reconveyance of this property 
for the express purpose of continuing this area as a park, picnic 
grounds, and recreational area, and to preclude the possibility of the 
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property being utilized at some time in the future as a site for a com- 
mercial enterprise which may be undesirable. 

The bill contains restrictions requiring that the property shall be 
used for public purposes for a period of not less than 20 years and, in 
the event of discontinuance for public use, it shall, at the option of 
the United States as determined by the Secretary of the Interior, 
revert to the United States. The present market value of the prop- 
erty is estimated at about $500. 


AGENCY VIEWS AND RECOMMENDATIONS 


The General Services Administration, the Bureau of the cn 
and the General Accounting Office expressed no objection to the bill 
The Bureau of the Budget reported as follows: 


FEBRUARY 28, 1955. 
Hon. WinLLiAM L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. CuHarrMan: This is in reply to your letter of January 27, 1955, 
requesting the views of this Office with respect to H. R. 2889, a bill to provide 
for the conveyance of certain land in Necedah, Wis., to the village of Necedah. 

In 1938 the land, about 37,000 square feet, was purchased from the Necedah 
Benk for $1. It was first used by the Resettlement Administration who erected 
some buildings which have since »een raised. After that it was administered 
until 1953 by the Department of the Interior as a wildlife refuge. It has since 
been found surplus to the needs of the Federal Government. The present fair 
value of the property is estimated at approximately $500. The increase in value 
is due to the relocation of certain highways. 

The Bureau of the Budget would have no objection to the enactment of this bill. 

Sincerely yours, 
Haroutp L, Pearson, Assistant Director. 


O 





Calendar No. 1211 


84TH CONGRESS } SENATE i REPORT 
Ist Session No. 1195 


PROVIDING FOR ADJUSTMENTS IN THE LANDS OR INTERESTS 
THEREIN ACQUIRED FOR THE JIM WOODRUFF RESERVOIR, 
FLA. AND GA., BY THE RECONVEYANCE OF CERTAIN LANDS OR 
INTERESTS THEREIN TO THE FORMER OWNERS THEREOF 


JuLY 28, 1955.— Ordered to be printed 


Mr. Cnavzz, from the Committee on Public Works, submitted the 
following 


REPORT 


ITo accompany H. R. 1599) 


The Committee on Public Works, to whom was referred the bill 
(H. R. 1599) to provide for adjustments in the lands or interests there- 
in acquired for the Jim Woodruff Reservoir, Fla. and Ga., by the re- 
conveyance of certain lands or interests therein to the former owners 
thereof, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 1599 is to authorize the Secretary of the Army 
to reconvey certain lands acquired for the Jim Woodruff Dam and 
Reservoir, in Florida and Georgia, to the former owners thereof, 
subject to exceptions, restrictions, and reservations necessary in the 
public interest. 


GENERAL STATEMENT 


The Department of the Army is acquiring approximately 66,635 
acres of land in Florida and Georgia for the Jim Woodruff Dam and 
Reservoir project on the Apalachicola, Chattahoochee, and Flint 
Rivers as authorized by the act of Congress approved March 2, 1945 
(59 Stat. 17). The acquisition of approximately 24,000 acres has 
been completed and, in addition, title to approximately 39,000 acres 
has been vested in the United States through condemnation proceed- 
ings, some of which have not progressed to the determination of just 
compensation and the entry of final judgment. 

In order to restrict the landownership requirements of reservoir 
projects to the minimum area essential to their construction, opera- 
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tion, and maintenance, the Department of the Army in October 1953 
revised its land acquisition policy relating to reservoir projects so 
as to place greater emphasis on the acquisition of flowage easements 
instead of fee title, wherever feasible. This policy is being applied 
in the completion of the land acquisition requirements for the Jim 
Woodruff Reservoir. In addition, action is underway, in appropriate 
cases, to amend pending condemnation proceedings as authorized by 
the act of Congress approved October 21, 1942 (56 Stat. 797), to pro- 
vide for the taking of such lesser estate as will conform to the revised 
policy and will be compatible with project requirements. On the 
other hand, the Secretary of the Army does not have authority to 
adjust in a similar manner the acreage or title interest in lands 
acquired through purchase transactions. 


DISCUSSION 


Enactment of H. R. 1599 would provide the Secretary of the Army 
with authority to make adjustments, through reconveyances to 
former owners of lands or interests therein, which the current develop- 
ment status of the project indicates may be feasible. The proper 
exercise of this authority will serve to bring about the desired adjust- 
ments in a manner fair and reasonable, both to the owners of lands 
being acquired through condemnation proceedings and to owners of 
lands that have been acquired heretofore through purchase transac- 
tions and, at the same time, preserve the objectives of the Federal 
Property and Administrative Services Act of 1949, as amended, and 
the policies and procedures employed in its administration. 

The committee was informed that there is an estimated 8,400 acres 
of land held in fee simple which may be subject to reconveyance under 
the provisions of H. R. 1599, subject, however, to the reservation of 
flowage easements and such other restrictions, exceptions, and con- 
ditions as may be necessary in the public interest. The bill provides 
for the termination of the act 3 years after the date of its enactment. 

The report of the Secretary of the Army, indicating approval of 
the legislation follows: 

DEPARTMENT OF THE ARMY, 
Washington 25, D. C., March 18, 1955. 
Hon. Cnarues A. Bucktey, 


Chairman, Committee on Public Works, 
Rouse of Representatives. 

Dear Mr, CuairMaNn: Reference is rade to your request for the views of the 
Department of the Army with respect to H. R. 1599, 84th Congress, a bill to pro- 
vide for adjustments in the lands or interests therein acquired for the Jim Wood- 
ruff Reservoir, Ga., by the reconveyance of certain lands or interests therein to 
the former owners thereof. 

The Department of the Army is not opposed to the enactment of this bill, but 
recommends that it be amended in the manner set forth in this report. 

The purpose of the bill is indicated in its title. 

The Department of the Army is acquiring approximately 66,635 acres of land 
in Georgia and Florida for the Jim Woodruff Dam and Reservoir project on the 
Apalachicola, Chattahoochee, and Flint Rivers as authorized by the act of Con- 
gress approved March 2, 1945 (59 Stat. 17). The acquisition of approximately 
24,000 acres has been completed and, in addition, title to approximately 39,000 
acres has been vested in the United States through condemnation proceedings, 
some of which have not progressed to the determination of just compensation and 
the entrv of final judgment. 

In order to restrict the landownership requirements of reservoir projects to the 
minimum area essential to their construction, operation, and maintenance, the 
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Department of the Army has revised its land acquisition poliey so as to place 
greater emphasis on the nequisition of flowage easements insteaa of fee title, 
wherever feasible. This policy is being applied in the completion of the land 
acquisition requirements for the Jim Woodruff Reservoir. In addition, action is 
underway, in appropriate cases, to amend pending condemnation proceedings as 
authorized by the act of Congress approved October 21, 1942 (56 Stat. 797) to 
provide for the taking of such lesser estate as will conform to the revised policy 
and will be compatible with project requirements. On the other hand, the Secre- 
tary of the Army does not ha: e authority to adjust in a similar manner the acre- 
age or title interest in lands acquired through purchase transactions. 

Enactment of H. R. 1599 would provide the Secretary of the Army with author- 
ity to make adjustments, through reconveyances to former owners of lands or 
interests therein, which the eurrent development status of the project indicates 
may be feasible. The proper exercise of this authority will serve to bring about 
the desired adjustments in a manner fair and reasonable, both to the owners of 
lands being acquired through condemnation proceedings and to owners of lands 
that have been acquired heretofore through purchase transactions and, at the 
same time, preserve the objectives of the Federal Property and Administrative 
Services Act of 1949, as amended, and the policies and procedures employed in 
its administration. 

It is recommended that the following minor amendments be adopted: 

(1) That the word '"reconvey" be substituted for the word ''sell" in line 8$, 

age 1; 

(2) 'That the word *reconveyance" be substituted for the word “‘sale” in line 5, 

e2: 

(3) That the word “reconveyances” be substituted for the word ‘‘sales’ 
24, page 3; 

(4) That the title and line 5, page 1 be amended to include “Florida with 
Georgia” appearing therein; 

(5) That the following sentence be added at the end of line 2, page 3: “In 
addition, the cost of any surveys necessary as an incident of such reconveyance 
shall be borne by the grantee.” 

The fiscal effect of this bill cannot be readily ascertained at this time. 

The Bureau of the Budget advises that while there is no objection to the sub- 
mission of this report, it recommends that section 3 of the bill be revised to read 
as follows: 

“Suc. 3, Any proceeds from sales made under this Act shall be covered into 
the Treasury of the United States as miscellaneous receipts.” 

Sincerely yours, 


, 


in line 


RoBERT T. STEVENS, Secretary of the Army. 


O 
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BATH CONGRESS ! SENATE | REPORT 
1st Session No. 1196 


PROVIDING FOR ADJUSTMENTS IN THE LANDS OR INTERESTS 
THEREIN ACQUIRED FOR THE DEMOPOLIS LOCK AND DAM, 
ALABAMA, BY THE RECONVEYANCE OF CERTAIN LANDS OR 
INTERESTS THEREIN TO THE FORMER OWNERS THEREOF 


JuLy 28, 1955.—Ordered to be printed 


Mr, Cuavez, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 3235] 


The Committee on Public Works, to whom was referred the bill 


(H. R. 3235) to provide for adjustments in the lands or interests 
therein acquired for the Demopolis lock and dam, Alabama, by the 
reconveyance of certain lands or interests therein to the former 
owners thereof, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


'The purpose of the bill is to authorize the Secretary of the Army to 
reconvey certain lands acquired for the Demopolis lock and dam, 
Alabama, to the former owners thereof, subject to exceptions, restric- 
tions, and reservations necessary in the public interest. 


GENERAL STATEMENT 


The Demopolis lock and dam project, on the Tombigbee River in 
Alabama, embraces an area of 91,000 acres of land in Marengo, 
Greene, and Sumter Counties. Project plans provided for the 
acquisition of flowage easements over approximately 72,000 acres of 
the area. Of the remaining 19,000 acres, fee-simple title to 16,113 
acres, including the dam site and other construction areas, has been 
acquired and title to 2,887 acres is being acquired subject to the 
reservation by the landowners of mineral interests, including oil and 
gas. In acquiring the 19,000 acres, approximately 13,000 acres have 
been acquired by purchase transactions and approximately 6,000 
acres are being acquired through condemnation proceedings, some of 
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which have not progressed to the determination of just compensation 
and the entry of final judgment. 

In order to restrict the landownership requirements of reservoir 
projects to the minimum area essential to their construction, opera- 
tion, and maintenance, the Department of the Army, in October 1953, 
revised its land-acquisition policy relating to reservoir projects so as 
to place greater emphasis on the acquisition of flowage easements 
instead of fee title, wherever feasible. "This policy is being applied in 
fulfilling the land-acquisition requirements for the Demopolis lock and 
dam project. In addition, action has been taken, in appropriate 
cases, to amend pending condemnation proceedings as authorized by 
the act of Congress approved October 21, 1942 (56 Stat. 797), to pro- 
vide for the taking of such lesser estate as will conform to the revised 
policy and will be compatible with project requirements. On the 
other hand, the Secretary of the Army does not have authority to 
adjust in a similar manner the acreage or title interest in lands acquired 
through purchase transactions. 


DISCUSSION 


Enactment of H. R. 3235 would provide the Secretary of the Army 
with authority to make adjustments, through reconveyance to former 
owners of lands or interests therein, which the current development 
status of the project indicates may be feasible. The proper exercise 
of this authority will serve to bring about the desired adjustments in 
a manner fair and reasonable, both to the owners of lands being 
acquired through condemnation proceedings and to owners of lands 
that have been acquired heretefore through purchase transactions 
and at the same time preserve the objectives of the Federal Property 
and Administrative Services Act of 1949, as amended, and the policies 
and procedures employed in its administration. 

The Department of the Army is not opposed to the enactment of 
this bill. The committee was informed that there is an estimated 
6,000 acres of land held in fee simple which may be subject to recon- 
veyance under the provisions of this bill, subject, however, to the 
reservation of flowage easements and such other restrictions, excep- 
tions, and conditions as may be necessary in the public interest. 
The bill provides for the termination of the act 3 years after the date 
of its enactment. 

The report of the Department of the Army follows: 

DEPARTMENT OF THE Army, 
Washington, D. C., April 5, 1955. 
Hon. CHARLES A. BUCKLEY, 


Chairman, Committee on Publie Works, 
House of Representatives. 

Dka4R Mz. CnainMAN: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 3235 and H. R. 3261, 84th Congress, 
identical bills, to provide for adjustments in the lands or interests therein acquired 
for the Demopolis lock and dam, Alabama, by the reconveyance of certain lands 
or interests therein to the former owners thereof. 

The Department of the Army is not opposed to the above-mentioned bills. 

The purpose of the bills is indicated in their title. 

The Demopolis lock and dam project on the Tombigbee River in Alabama 
embraces an area of 91,000 acres of land in Marengo, Greene, and Sumter Counties. 
Project plans provided for the acquisition of flowage easements over approximately 
80 percent of the area. However, fee-simple title to 16.113 acres, including the 
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dam site and other construction areas, has been acquired. Title to approximately 
2,887 acres is being acquired subject to the reservation by the landowners of the 
mineral interests, including oil and gas, provided, however, that the mineral 
interests so reserved shall be subordinated to the right of the Government to 
flood the premises and to restrict the exploitation of the mineral interests reserved 
in such manner as is determined to be necessary to fully protect the operation 
and management of the reservoir project. Approximately 13,000 acres of the 
above-mentioned 19,000 acres to be acquired has been purchased and approxi- 
mately 6,000 acres are being acquired through condemnation proceedings, some 
of which have not progressed to the determination of just compensation and the 
entry of final judgment. 

In order to restrict the landownership requirements of reservoir projects to the 
minimum area essential to their construction, operation, and maintenance, the 
Department of the Army has revised its land-acquisition policy so as to place 
greater emphasis on the acquisition of flowage easements instead of fee title, 
wherever feasible. This policy is being applied in fulfilling the land-acquisition 
requirements for the Demopolis lock and dam project. In addition, action has 
been taken, in appropriate cases, to amend pending condemnation proceedings 
as authorized by the act of Congress approved October 21, 1942 (56 Stat. 797) 
to provide for the taking of such lesser estate as will conform to the revised 
policy and will be compatible with project requirements. On the other hand, 
the Secretary of the Army does not have authority to adjust in a similar manner 
the acreage or title interest in lands acquired through purchase transactions. 

Enactment of H. R. 3235 or H. R. 3261 would provide the Secretary of the Army 
with authority to make adjustments, through reconveyance to former owners of 
lands or interests therein, which the current development status of the project 
indicates may be feasible. The proper exercise of this authority will serve to 
bring about the desired adjustments in a manner fair and reasonable, both to the 
owners of lands being acquired through condemnation proceedings and to owners 
of lands that have been acquired heretofore through purchase transactions and 
at the same time preserve the objectives of the Federal Property and Administra- 
tive Services Act of 1949, as amended, and the policies and procedures employed 
in its administration. 

The fiscal effect of these bills cannot be readily ascertained at this time. 

The Bureau of the Budget advises that while there is no objection to the sub- 
mission of this report, it recommends that section 3 of the bill be revised to read 
as follows: 

“Src. 3. Any proceeds from sales made under this Act shall be covered into 
the Treasury of the United States as miscellaneous receipts." 

Sincerely yours, 
CHARLES FINUCANE, 
Acting Secretary of the Army. 


O 


8. Rept. 1196 





-iwaaii NVOIHOUN 40 ALISHIAING 





BATH CONGRESS ! SENATE 
Ist Session 


PROPOSED AGREEMENTS FOR COOPERATION BETWEEN THE 
UNITED STATES AND ARGENTINA, CHILE, CHINA, DENMARK, 
GREECE, ISRAEL, ITALY, JAPAN, KOREA, LEBANON, NETHER- 
LANDS, PAKISTAN, PERU, PHILIPPINES, PORTUGAL, SPAIN, 
SWEDEN, SWITZERLAND, URUGUAY, AND VENEZUELA 


Juty 28, 1955.—Ordered to be printed 


Mr. Pastore, from the Joint Committee on Atomic Energy, sub- 
mitted the following 


REPORT 


The President has approved and authorized the execution of 20 
agreements for cooperation patterned on the agreements with Turkey, 
Brazil, and Colombia as described in Senate Report No. 572. These 
agreements have been deposited with the Joint Committee on Atomic 
Energy. The dates of approval and depositing are set forth in 
appendix I. 

The Subcommittee on Agreements for Cooperation to which the 20 
proposed agreements for cooperation were referred heard witnesses 
from the Department of State and the Atomic Energy Commission 
on the proposed agreements. The Subcommittee on Agreements for 
Cooperation unanimously concluded and reported to the Joint Com- 
mittee that the proposed agreements are in conformance with the 
letter and spirit of the Atomic Energy Act of 1954. 

The Joint Committee, on July 28, held a meeting, and by unanimous 
vote adopted the report and conclusions of the Subcommittee on 
Agreements for Cooperation, 

This report is made by the Joint Committee under the provisions of 
section 202 of the Atomic Energy Act of 1954, 


HEARING 


Those who appeared at the executive hearing held by the Subcom- 
mittee on Agreements for Cooperation on July 28, 1955, were: 
For the Department of State: 
E n Holland, Assistant Secretary for Inter-American 
airs 
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PROPOSED AGREEMENTS FOR COOPERATION 


George Spiegel, Office of the Deputy Special Assistant to the 
Secretary of State for Atomic Energy 
James F. O'Connor, Jr., South American Affairs Office 
For the Atomic Energy Commission: 
Commissioner Willard F. Libby 
Edward R. Gardner 
William Mitchell 
William Wampler 


BACKGROUND 


In his message to Congress on February 17, 1954, President Eisen- 
hower requested that the Atomic Energy Act of 1946 be amended in 
several respects. He said in part: 


For the purpose of strengthening the defense and economy of the United States 
and of the free world, I recommend that the Congress approve a number of 
amendments to the Atomic Energy Act of 1946. These amendments would 
accomplish this purpose, with proper security safeguards, through the following 
means: 

First, widened cooperation with our allies in certain atomic energy matters; 

Second, improved procedures for the control and dissemination of atomic 
energy information; and 

Third, encouragement of broadened participation in the development of 
peacetime uses of atomic energy in the United States. 


In his message he later stated: 


In respect to peaceful applications of atomic energy, these can be developed 
more rapidly and their benefits more widely realized through broadened coopera- 
tion with friendly nations * * * 


In keeping with this Presidential recommendation, the basic revision 
of the organic atomic energy law passed by the 83d Congress permits, 
under carefully stated conditions, such cooperation with other free 
nations. 

The report on the Atomic Energy Act of 1954 describes the effect 
of the revision enabling wider cooperation with friendly nations on 
the peacetime uses of atomic energy in these words: 

The bill authorizes the negotiations of bilateral agreements for cooperation 
with foreign nations in the areas of peacetime uses of atomic energy under care- 
fully stipulated safeguards. The Commission may transfer and exchange re- 
stricted data dealing with industrial nonmilitary uses of atomic energy. Also 
under explicitly stated safeguards, the Commission may transfer to another 
nation, party to an “agreement for cooperation," atomic materials in quantities 


needed for the development or utilization of atomic energy for nonmilitary and 
for research purposes. 


THE ATOMIC ENERGY ACT OF 1954 AND THE PROPOSED AGREEMENTS 


On August 30, 1954, the Atomic Energy Act of 1954 was signed by 
the President. "The sections of this law concerning bilateral agree- 
ments for cooperation with other nations which involve no communi- 
cation of restricted data but do involve the distribution of special 
nuclear material are as follows: 


SEcTIoN 54. FoggiaN. DisTrRIRUTION OF SPECIAL NUCLEAR MATERIAL.—The 
Commission is authorized to cooperate with any nation by distributing special 
nuclear material and to distribute such specia! nuclear material, pursuant to the 
terms of an agreement for cooperation to which such nation is a party and which 
is made in accordance with section 123. 

Section 123. Cooperation With OTHeR Nations.—No cooperation with any 
nation or regional defense organization pursuant to sections 54, 57, 64, 82, 103, 
104, or 144 shall be undertaken until— 
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(a) the Commission or, in the case of those agreements for cooperation 
arranged pursuant to subsection 144 (b), the Department of Defense has 
submitted to the President the proposed agreement for cooperation, together 
with its recommendation thereon, which proposed agreement shall include (1) 
the terms, conditions, duration, nature, and scope of the cooperation; (2) a 
guaranty by the cooperating party that security safeguards and st sadanie 
as set forth in the agreement for cooperation will be maintained; (3) a 
guaranty by the cooperating party that any material to be transferred pur- 
suant to such agreement will not be used for atomic weapons, or for research 
on or development of atomic weapons, or for any other military purpose; 
and (4) a guaranty by the cooperating party that any material or any Re- 
stricted Data to be transferred pursuant to the agreement for cooperation 
will not be transferred to unauthorized persons or beyond the jurisdiction of 
the cooperating party, except as specified in the agreement for cooperation; 

(b) the President has approved and authorized the execution of the pro- 
posed agreement for cooperation, and has made a determination in writing 
that the performance of the proposed agreement will promote and will not 
constitute an unreasonable risk to the common defense and security; and 

(c) the proposed agreement for cooperation, together with the approval 
and the determination of the President, has been submitted to the Joint 
Committee and a period of thirtv davs has elapsed while Congress is in ses- 
sion (in computing such thirty days, there shall be excluded the days on 
which either House is not in session because of an adjournment of more than 
three days). 

Section 123 of the act requires in regard to agreements for coopera- 
tion pursuant to section 54 that the proposed agreement be submitted 
to the President, together with the recommendations of the Atomic 
Energy Commission. The agreement must include the terms, con- 
ditions, duration, nature, and scope of the cooperation; a guaranty by 
the cooperating party that security safeguards and standards as set 
forth in the agreement for cooperation will be maintained; a guaranty 
by the cooperating party that any material to be transferred pursuant 
to such agreement will not be used for atomic weapons, or for research 
on or development of atomic weapons, or for any other military pur- 
pose; and a guaranty by the cooperating party that any material or 
any restricted data to be transferred pursuant to the agreement for 
cooperation will not be transferred to unauthorized persons, or 
beyond the jurisdiction of the cooperating party, except as specified 
in the agreement for cooperation. Section 123 also requires the 
President to approve and authorize execution of a proposed agreement 
and to make a determination in writing that the performance of the 
agreement will promote and will not constitute an unreasonable risk 
to the common defense and security. The term of each agreement 
will be for 5 years, except that the Turkish agreement will be for 
10 years. 

Finally, section 123 requires that the proposed agreement, together 
with the determination and approval of the President, be submitted 
to the Joint Committee and that a period of 30 days elapse while 
Congress is in session before the agreement may become effective. 

The present agreements meet all statutory tests of section 123. 
Further, they were negotiated, recommended, and approved by the 
Atomic Energy Commission and the President in accordance with 
the terms of section 123. 

The only agreement which is different from the research agreements 
previously submitted for Turkey, Colombia, and Brazil is that of 
Switzerland. Under this agreement the research reactor * ing 
exhibited at the National Conference on the Peaceful Uses of Atomic 
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Energy at Geneva, is to be sold to the Swiss Commission for Nuclear 
Research for $180,000. 

It is the announced policy of the President of the United States 
that this Government will pay half the price of any reactor furnished 
to any other government under this type of agreement for cooperation 
for research reactors. Funds for these payments have been authorized 
in Public Law 144, 84th Congress, Ist session, and are included in 
the appropriation legislation H. R. 7278, which is currently in con- 
ference. Because of the historic relations of this country with the 
Philippines, the entire cost of the Philippine reactor will be borne by 
this country. 

There follow as appendix I, the dates of approval and depositing; 
and, including the respective statutory correspondence, as appendix II, 
the agreement with Argentina; as appendix III, the agreement with 
Chile; as appendix IV, the agreement with China; as appendix V, the 
agreement with Denmark; as appendix VI, the agreement with Greece; 
as appendix VII, the agreement with Israel; as appendix VIII, the 
agreement with Italy; as appendix LX, the agreement with Japan; as 
appendix X, the agreement with Korea; as appendix XI, the agreement 
with Lebanon; as appendix XII, the agreement with Netherlands; 
as appendix XIII, the agreement with Pakistan; as appendix XIV, the 
agreement with Peru; as appendix XV, the agreement with the 
Philippines; as appendix XVI, the agreement with Portugal; as 
appendix XVII, the agreement with Spain; as appendix XVIII, the 
agreement with Sweden; as appendix XIX, the agreement with 
Switzerland; as appendix XX, the agreement with Uruguay; and as 
appendix XXI, the agreement with Venezuela. 

JOINT COMMITTEE ON ATOMIC ENERGY: 
CuiNTON P. ANpEnsON, Chairman. 
Cart T. Durnam, Vice Chairman. 
Ricnanp B. RussELL. 
JoHN O. PASTORE. 
ÅLBERT GORE. 
Henry M. Jackson. 
Bourke B. HICKENLOOPER., 
EvaENE D. MiruikiN. 
WiLLiAM F, KNOWLAND, 
Jon W. Bricker. 
Cuer Houirievp. 
MELVIN PRICE. 
PauL J. KILDAY. 
Joun J. Dempsey. 
STERLING COLE. 
Can, HiNsgAW. 
JAMES E. VAN ZANDT. 
James T. PATTERSON. 


SUBCOMMITTEE ON ÅGREEMENTS FOR COOPERATION: 
Joun O. Pastore, Chairman. 
CriNTON P. ANDERSON. 
Bourke B. HicKENLOOPER. 
Joun W. Bricker. 
Canr T. DunnBAM. 
MELVIN Price. 
STERLING COLE. 
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APPENDIX I 


| | 
| Date of | Date of 


| | 
` " | Dateoi | Date of 
| approval | deposit Country 


Country i approval | deposit 


I ý | i i 
Argentina | June 9 | June | Netherlands 16 | June 
Chile | June 22 | June 27 || Pakistan 25 | June 
China | June 15 | June | Peru July 7) July 
14 | 


y 


Denmark June Do. | » 16 | June 
Greece June June 27 — Do. 
| June June | Spain 9 Do 

June 9| June || Sweden y 7|July 

....] June 1 June í; Switzerland 14 | June 

| July July 7 LONE... 2 sont atiesmpautub dba ah" 7|July 

| June 4 | June TOOD. notna a June 16 | June 
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APPENDIX II 


Unirep States Atomic ENERGY COMMISSION, 
Washington 25, D. C., June 17, 1955 
Hon. CriNTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear SENATOR ANDERSON: Pursuant to section 123¢ of the Atomie Energy 

Act of 1954, there are submitted with this letter certified copies of the following: 

1. A proposed agreement for cooperation with the Government of 
Argentina; 

2. A letter dated June 8, 1955, from the Commission to the President 
recommending his approval of the proposed agreement; 

3. A letter dated June 9, 1955, from the President to the Commission, 
approving the proposed agreement, authorizing its execution, and con- 
taining his determination that it will promote and will not constitute an 
unreasonable risk to the common defense and security. 

This agreement, when executed, would make possible cooperation between 
the United States and Argentina on the design, construction, and operation 
of research reactors, including related health and safety problems; the use of 
such reactors in medical therapy; and the use of radioactive isotopes in biology, 
medicine, agriculture and industry. Argentina, if it desired to do so, would be 
able to engage United States companies to construct research reactors, and private 
industries in the United States will be permitted, within the limits of the agree- 
ment, to render other assistance to Argentina. No restricted data would be 
communicated under this agreement. The Atomic Energy Commission, however, 
would lease to Argentina up to 6 kilograms of contained U-235 in uranium 
enriched up to a maximum of 20 percent U-235, plus such additional quantity aa, 
in the opinion of the Commission,is necessary to permit the efficient and con- 
tinuous operation of the reactor or reactors while replaced fuel elements are 
radioactively cooling in Argentina or while fuel elements are in transit. The 
amount of special nuclear material! whieh would be made available to Argentina 
under this agreement would not be important from the military point of view 
and the limitation expressed will restrict Argentina in determining the choice 
of reactor to be constructed to a research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Argentina to safeguard the special nuclear material to be leased by the Com- 
mission, and article VII contains the guaranties prescribed by section 123 of the 
Atomic Energy Act. 
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6 PROPOSED AGREEMENTS FOR COOPERATION 


The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomie energy in Argentina. 

Sincerely yours, 
LrEswis L. SrRAvss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE 
UNITED STATES OF AMERICA AND THE GOVERNMENT OF 
THE ARGENTINE REPUBLIC 


Wuereas the peaceful uses of atomic energy hold great promise for all man- 
kind; and 

Wuereas the Government of the United States of America and the Govern- 
ment of the Argentine Republic desire to cooperate with each other in the develop- 
ment of such peaceful uses of atomic energy; and 

W aereas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement) ; and 

Wuereas research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience 
in nuclear science and engincering useful in the development of other peaceful 
uses of atomic energy including civilian nuclear power; and 

Wuereas the Government of the Argentine Republie desires to pursue a 
research and development program looking toward the realization of the peaceful 
and humanitarian uses of atomic energy and desires to obtain assistance from the 
Government of the United States of America and United States industry with 
respect to this program; and 

Wuereas the Government of the United States of America, represented by 
the United States Atomic Energy Commission (hereinafter referred to as the 
“Comrnission’’), desires to assist the Government of the Argentine Republic in 
such a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange infor- 
mation in the following fields: 
A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 
B: Health and safety problems related to the operation and use of research 
actors. 
C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE II 


A. The Commission will lease to the Government of the Argentine Republic 


-uranium enriched in the isotope U-235, subject to the terms and conditions pro- 


vided herein, as may be required as initial and replacement fuel in the operation 
of research reactors which the Government of the Argentine Republic, in consulta- 


.tion with the Commission, decides to construct and as required in agreed experi- 


ments related thereto. Also, the Commission will lease to the Government of the 
Argentine Republic uranium enriched in the isotope U-235, subject to the terms 
and conditions provided herein, as may be required as initial and replacement fuel 
in the operation of such research reactors as the Government of the Argentine 


»Republic may, in consultation with the Commission, decide to authorize private 
-individua!ls er private organizations under its jurisdiction to construct and oper- 


ate, provided the Government of the Argentine Republic shall at all times main- 
tain suftigient control of the material and the operation of the reactor to enable 


.the (iovernment of the Argentine Republic to comply with the provisions of this 


Agreement and the applicable provisions of the lease arrangement. 
D. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Argentine Republic 


shall not at any time be in excess of six (6) kilograms of contained U-235 in 
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uranium enriched up to à maximum of twenty percent (2095) U-235, plus such 
additional quantity &s, in the opinion of the EE is necessary to permit 
the efficient and continuous operation of the reactor or reactors while replaced 
fuel elements are radioactively cooling in Argentina or while fuel elements are in 
transit, it being the intent of the Commission to make possible the maximum use- 
fulness of the six (6) kilograms of said material. 

C.. When any tue! elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment 
and delivery as may be mutually agreed and under the conditions stated in 
Articles VI and Vil. 

ARTICLE IIl 


Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease through such means as it deems appropriate, to the 
Government of the Argentine Republie or authorized persons under its jurisdiction 
such reactor materials, other than special nuclear materials, as are not obtainable 
on the commercial market and which are required in the construction and operation 
of research reactors in Argentina. The sale or lease of these materials shall be 
on such terms as may be agreed. 

ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Argentina may deal directly 
with private individuals and private organizations in the other country. Accord- 
ingly, with respect to the subjects of agreed exchange of information as provided 
in Article I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, 
to, and perform services for, the Government of the Argentine Republic and such 
yersons under its jurisdiction as are authorized by the Government of the Argentine 
tepublic to receive and possess such materials and utilize such services, subject to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of the Argentine Republic. 


ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no ma- 
terials or equipment and devices shall be transferred and no services shall be fur- 
nished under this Agreement to the Government of the Argentine Republic or 
authorized persons under its jurisdiction if the transfer of any such materials or 
equipment and devices or the furnishing of any such services involves the com- 
munication of Restricted Data. 


ARTICLE VI 


A. The Government of the Argentine Republic agrees to maintain such safe- 
guards as are necessary to assure that the uranium enriched in the isotope U-235 
leased from the Commission shall be used solely for the purpose agreed in accord- 
ance with this Agreement and to assure the safekeeping of this material. 

B. The Government of the Argentine Republic agrees to maintain such safe- 
guards as are necessary to assure that all other reactor materials, including equip- 
ment and devices, purchased in the United States of America under this Agree- 
ment by the Government of the Argentine Republie or authorized persons under 
its jurisdiction, shall be used solely for the design, construction, and operation of 
research reactors which the Government of the Argentine Republic decides to 
construct and operate and for research in connection therewith, except as may 
otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Argentine Republic agrees to maintain records relating to 
power levels of operation and burn-up of reactor fuels and to make annual re- 
ports to the Commission on these subjects. If the Commission requests, the 
Government of the Argentine Republic will permit Commission representatives 
to observe from time to time the condition and use of any leased material and to 
observe the performance of the reactor in which the material is used. 
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x PROPOSED AGREEMENTS FOR COOPERATION 


ARTICLE VII—GUARANTIES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 1954 


The Government of the Argentine Republic guaranties that: 

A. Safeguards provided in Article Vi shall be maintained. 

B. No material, including uipment and devices, transferred to the 
Government of the Argentine Republic or authorized persons under its 
jurisdiction, pursuant to this Agreement, by lease, sale, or otherwise will 
be used for atomic weapons or for research on or development of atomic 
weapons or for any other military purposes, and that no such material, 
including equipment and devices, will be transferred to unauthorized persons 
or beyond the jurisdietion of the Government of the Argentine Republic 
except as the Commission may agree to such transfer to another nation and 
then only if in the opinion of the Commission such transfer falls within the 
scope of an agreement for cooperation between the United States and the 
other nation. 

ARTICLE VIII 


This Agreement shall enter into force on and remain in force until 
, inclusively, and shall be subject to renewal as may be mutually 


At the expiration of this Agreement or an extension thereof the Government of 
the Argentine Republic shall deliver to the United States all fuel elements con- 
taining reactor fuels leased by the Commission and any other fuel material leased 
by the Commission. Such fuel elements and such fuel materials shall be delivered 
to the Commission at a site in the United States designated by the Commission 
at the expense of the Government of the Argentine Republic, and such delivery 
shall be made under appropriate safeguards against radiation hazards while in 
transit. 


ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasibility 
of an additional agreement for cooperation with respect to the production of 
power from atomic energy in Argentina. 


ARTICLE X 


For the purposes of this Agreement: 

A. “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives. 

B. “Equipment and devices’? means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. “Research reactor” means & reactor which is designed for the production 
of neutrons and other radiations for general research and development pur- 
poses, medical therapy, or training in nuclear science and engineering. The 
term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 

D. The terms “Restricted Data”, “atomic weapon”, and “special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 


DONE AT in duplicate this day of 


For the Government of the United States of America: 
HENRY F. HOLLAND, 
HFH 6/7/55 
Assistant Secretary of State for Inter-American Affairs. 


Lewis L. Stravss, 
L. 8. 6/7/55 


Chairman, U. S. Atomic Energy Commission. 


For the Government of the Argentine Republie: 
HiPourTo J. Paz, 
—— 7-5-1955 
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June 8, 1955. 
The PRESIDENT, 


The White House. 


Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled “Agreement for Cooperation Concerning 
vil Uses of Atomic Energy between the Government of the Argentine Republic 
and the Government of the United States of America," and authorize its exeeution 
after the proposed agreement has been placed before the Joint Committee on 
Atomic Energy in accordance with section 123¢ of the Atomic Energy Act of 1954. 
This agreement has been negotiated by the Atomic Energy Commission and the 
Department of State pursuant to the Atomic Energy Act of 1954 and is, in the 
opinion of the Commission, an important and desirable step in advancing the 
development of the peaceful uses of atomic energy in Argentina. in accordance 
with the policy which you have established. The Government of the Argentine 
Republic has signified its agreement to the guaranties prescribed by the Atomic 
Energy Act and which are recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, ineluding related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Argentina, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the azreement, to render other assistance to Argentina. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to Argentina up to 6 kilograms of 
contained U-235 in uranium enriched up to à maximum of 20 percent U-235. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Argentina will 
lead to further discussions and agreements relating to the peaceful uses of atomic 
energy in Argentina 

Respectfully yours, 
LEwis L. SrRAvss, Chairman. 


JUNE 9, 1955. 
The Honorable L. L. Strauss, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 


Dear Mr. Strauss: Under date of June 8, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Republic of Argentina and the Govern- 
ment of the United States for cooperation concerning the peaceful uses of atomic 
energy. The agreement recites that the Government of the Republic of Argentina 
desires to pursue a research and development program looking toward the reali- 
zation of the peaceful and humanitarian uses of atomic energy and desires to 
obtain assistance from the Government of the United States and United States 
industry with respect to this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Republic of Argentina special nuclear material 
for use as reactor fuel. 

Pursuant to the provisions of Section 123 of the Atomic Energy Act of 1954 
and upon the recommendation of the Atomic Energy Commission, I hereby— 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Republic of 
Argentina concerning the civil uses of atomic energy 

(2) Determine that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and | 

(3) Authorize the execution of the proposed agreement for the Govern- 
ment of the United States by appropriate authorities of the United States 


14003*— 957 S. Rept., 81-1, vol. 2—— 56 
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Atomic Energy Commission and the Department of State after the proposed 
agreement has been submitted to the Joint Committee on Atomie Energy 
of the United States Congress and a period of 30 days has elapsed while 
Congress is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Argentina, and that 
it will lead to further discussions and agreements relating to other peaceful uses 
odf atomic energy in Argentina. 

Sincerely, 
Dwıcur D, EISENHOWER. 


APPENDIX III 


Unrrep States Atomic ENERGY COMMISSION, 
Washington 28, D. C., June 27, 1955. 
Hon. CriNTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear SENATOR ANDERSON: Pursuant to section 123e of the Atomic Energy 
Act of 1954, there is submitted with this letter: 

1. A proposed agreement for cooperation with the Government of the 
Republie of Chile; 

2. A letter dated June 22, 1955, from the Commission to the President, 
recommending his approval of the proposed agreement; 

3. A letter dated June 25, 1955, from the President to the Commission, 
approving the proposed agreement, authorizing its execution, and containing 
his determination that it will promote and will not constitute an unreasonable 
risk to the common defense and security. 

This agreement, when executed, would make possible cooperation between the 
United States and Chile on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors in 
medical therapy; and the use of radioactive isotopes in biology, medicine, agri- 
culture, and industry. Chile, if it desired to do so, would be able to engage 
United States companies to construct research reactors, and private industries in 
the United States will be permitted, within the limits of the agreement, to render 
other assistance to Chile. No restricted data would be communicated under this 
agreement. The Atomic Energy Commission, however, would lease to Chile up 
to 6 kilograms of contained U-235 in uranium enriched up to a maximum of 
20 percent U-235, plus such additional quantity as, in the opinion of the Com- 
mission, is necessary to permit the efficient and continuous operation of the reactor 
or reactors while replaced fuel elements are radioactively cooling in Chile or 
while fuel elements are in transit. The amount of special nuclear material which 
would be made available to Chile under this agreement would not be important 
from the military point of view and the limitation expressed will restrict Chile 
in determining the choice of reactor to be constructed to a research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Chile to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by Section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Chile. 

Sincerely yours, 

Lewis L. Strauss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERN MENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERN MENT OF THE REPUBLIC 
OF CHILE 
Wuereas the peaceful uses of atomic energy hold great promise for all mankind; 

and 
WnukEREAS the Government of the United States of America and the Govern- 


ment of the Republic of Chile desire to cooperate with each other in the develop- 
ment of such peaceful uses of atomic energy; and 
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Wuereas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

WnHEREAS research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities and 
at the same time are a means of affording valuable training and experience in 
nuclear science and engineering useful in the development of other peaceful uses 
of atomic energy including civilian nuclear power; and 

WuknkAs the Government of the Republic of Chile desires to pursue a research 
and development program looking: toward the realization of the peaceful and 
humanitarian uses of atomic energy and desires to obtain assistance from the 
Government of the United States of America and United States industry with 
respect to this program; and 

WnuznEAs the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the “Com- 
mission’’), desires to assist the Government of the Republic of Chile in such a 
program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 
Subject to the limitations of Article V, the parties hereto will exchange infor- 
mation in the following fields: 

A. Design, construction, and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE Il 


A. The Commission will lease to the Government of the Republic of Chile 
uranium enriched in the isotope U-235, subjeet to the terms and conditions pro- 
vided herein, as may be required as initial and replacement fuel in the operation 
of research reactors which the Government of the Republic of Chile, in consulta- 
tion with the Commission, decides to construct and as required in agreed experi- 
ments related thereto. Also, the Commission will lease to the Government of the 
Republie of Chile uranium enriched in the isotope U-235, subject to the terms 
and conditions provided herein, as may be required as initial and replacement 
fuel in the operation of such research reactors as the Government of the Republie 
of Chile may, in consultation with the Commission, decide to authorize private 
individuals or private organizations under its jurisdiction to construct and operate, 
provided the Government of the Republic of Chile shall at all times maintain 
sufficient control of the material and the operation of the reactor to enable the 
Government of the Republic of Chile to comply with the provisions of this Agree- 
ment and the applicable provisions of the lease arrangement. 

B. The quantitv of uranium enriched in the isotope U-235 transferred by the 
Coinmiission and in the custody of the Government of the Republic of Chile shall 
not at any time be in excess of six (6) kilograms of contained U-235 in uranium 
enriched up to a maximum of twenty percent (20%) U-235, plus such additional 
quantity as, in the opinion of the Commission, is necessary to permit the efficient 
and continuous operation of the reactor or reactors while replaced fuel elements 
are tidioactively cooling in the Republic of Chile or while fue! elements are in 
transit, it being the intent of the Commission to make possible the maximum 
usefulness of the six (6) kilograms of said material. 

C., When anv fuel elements containing U-235 ieased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment and 
delivery as may be mutually agreed and under the conditions stated in Articles 
VI and VII. 

ARTICLE IH 


Subject to the availability of supply and as may be mutually agreed, the Com- 
mission will sell or lease through such means as it deems appropriate, to the 
Government of the Republic of Chile or authorized persons under its jurisdiction 
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such reactor materials, other than special nuclear materials, as are not obtainable 
on the commercial market and which are required in the construction and operation 
of research reactors in the Republic of Chile. The sale or lease of these materials 
shall be on such terms as may be agreed. 


ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or the Republic of Chile may 
deal directly with private individuals and private organizations in the other coun- 
try. Accordingly, with respect to the subjects of agreed exchange of information 
as provided in Article I, the Gavernment of the United States will permit persons 
under its jurisdiction to transfer and export materials, including equipment: and 
devices, to, and perform services for, the Government of the Republic of Chile 
and such persons under its jurisdiction as are authorized by the Government of 
the Republic of Chile to receive and possess such materials and utilize such 
services, subject to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of the Republic of Chile 


ARTICLE V 


Restrieted Data shall not be communicated under this Agreement and no 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of the Republic of Chile or 
authorized persons under its jurisdiction if the transfer of any such materials or 
enuipment and devices or the furnishing of any such services involves the com- 
munication of Restricted Data. 


ARTICLE VI 


A. The Government of the Republic of Chile agrees to maintain sueh safe- 
guards as are necessary to assure that the uranium enriched in the isotope U-235 
leased from the Commission shall be used solely for the purpose agreed in-aecord- 
ance with this Agreement and to assure the safekeeping of this material. 

B. The Government of the Republic of Chile agrees to maintain such safe- 
guards as are necessary to assure that all other reactor materials, including 
equipment and devices, purchased inr the United States of America under this 
Agreement by the Government of the Republic of Chile or authorized persons 
under its jurisdiction, shall be used solely for the design, construction, and opera- 
tion of research reactors which the Government of the Republic of Chile decides 
to construct and operate and for research in connection therewith, except as 
may otherwise be agreed 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Republie of Chile agrees to maintain records relating to: power 
levels of operation and burn-ap of reactor fuels and to make annual reports to 
the Commission on these subjects. [f the Commission requests, the Government 
of the Republic of Chile will permit Commission representatives to observe from 
time to time the condition and use of any leased material and to observe the 
performance of the reactor in which the material is used. 


ARTICLE VII——GUARANTEES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 1954 


The Government of the Republic of Chile guarantees that: 

A. Safeguards provided in Articie VI shall be maintained. 

B. No material including equipment and devices, transferred to the 
Government of the Republic of Chile or authorized persons under its juris- 
diction, pursuant to this Agreement, by lease, sale, or otherwise will be used 
for atomic weapons or for research on or development of atomic weapons 
or for any other military purposes, and that no such material, including 
equipment and devices, will be transferred to unauthorized persons or 
beyond the jurisdiction of the Government of the Republie of Chile except 
as the Commission may agree to such transfer to another nation and then 
only if in the opinion of the Commission such transfer falls within the scope 
of an agreement for cooperation between the United States and the other 
nation. 
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ARTICLE VIII 


This Agreement shall enter into force on and remain in force until 
, inclusively, and shall be subject to renewal as may be mutually 


agreed. 

wat the expiration of this Agreement or an extension thereof the Government of 
the Republic of Chile shall deliver to the United States all fuel elements containing 
reactor fuels leased by the Commission and any other fuel material leased by the 
Commission. Such fuel elements and such fuel materials shall be delivered to 
the Commission at a site in the United States designated by the Commission 
at the expense of the Government of the Republie of Chile, and such delivery shall 
be made under appropriate safeguards against radiation hazards while in transit. 


ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further eooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasibility 
of an additional agreement for cooperation with respect to the production of 
power from atomic energy in the Republie of Chile. 


ARTICLE X 


For the purposes of this Agreement: 

A. “Commission” means the United States Atomie Energy Commission or 
ts duly authorized representatives. 

B. “Equipment and devices? means any instrument or apparatus, and 
ineludes research reactors, as defined herein, and their component parts 

C. "Research reactor" means a reactor which is designed for the production 
of neutrons and other radiations for general research and development pur- 
poses, medical therapy, or training in nuclear science and engineering. The 
term does not cover power reactors, power demonstration reactors, or reactors 
designed primarily for the production of specia! nuclear materials. 

D. The terms “Restricted Data”, “atomic weapon”, and “special nuclear 
material” are used in this Agreement as defined in the United States Atomie 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 


DONE AT in duplicate this , 1955. 
For the Government of the United States of America: 
Henry F. HOLLAND, 
HFH 6/20/55 
Assistant Secretary of State for Inter-American Affairs. 
Lewis L. Strauss, 
LLS 6/16/55 
Chairman, U. S. Atomic Energy Commission. 
For the Government of the Republic of Chile: 
Horacio SUAREZ, 
Hs 6/20/55 
Charge d’ Affaires ad interim of the Embassy of Chile. 


The PRESIDENT, JuNE 22, 1955. 
The White House. 


Dear Mr. Prestpentr: The Atomie Energy Commission rece mmends that you 
approve the enclosed agreement entitled “Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy between the Government of the Republic of Chile 
and the Government of the United States of America,” and authorize its execution 
after the proposed agreement has been placed before the Joint Committee on 
Atomic Energy in accordance with section 123c of the Atomic Energy Act of 1954. 
This agreement has been negotiated by the Atomic Energy Commission and the 
Department of State pursuant to the Atomic Energy Act of 1954 and is, in the 
opinion of the Commission, an important and desirable step in advancing the 
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development of the peaceful uses of atomic energy in Chile, in accordance with the 

licy which you have established. The Government of the Republic of Chile 

as signified its agreement to the guaranties prescribed by the Atomic Energy Act 
and which are recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety. 

roblems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Chile, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Chile. No 
Restricted Data would be communicated under this agreement. The - Atomic 
Energy Commission, however, would lease to Chile up to 6 kilograms of contained 
U-235 in uranium enriched up to a maximum of 20 percent U-235. 

The azreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Chile will lead 
to further discussions and agreements relating to the peaceful uses of atomic 
energy in Chile. 

Respectfully, 
Lewis L. Strauss, Chairman. 


THE WnmnirE Hovsk, 
Washington, June 25, 1955. 
The Honorable L. L. STRAUSS, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear Mr. SrRAvss: Under date of June 22, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agrec- 
ment between the Government of the Republic of Chile and the Government of 
the United States for cooperation concerning the peaceful uses of atomic energy. 
The agreement recites that the Government of the Republic of Chile desires to 
pursue a research and development program looking toward the realization of 
the peaceful and humanitarian uses of atomic energy and desires to obtain assist- 
ance from the Government of the United States and United States industry with 
respect to this program. 

I have examined the agreement recommended. It calls for cooperation be- 
tween the two governments with respect to the design, eonstruction, and opera- 
tion of research reactors, including related health and safety problems; the use 
of such reactors as research, development, and engineering tools and in medical 
therapy; and use of radioactive isotopes in biology, medicine, agriculture, and 
industry. The agreement contains all of the guaranties prescribed by the Atomic 
Energy Act. No restricted data would be communicated under the agreement, 
but the Commission would lease to the Republie of Chile special nuclear material 
for use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomie Energy Act of 1954 
and upon the recommendation of the Atomic Energy Commission, I hereby 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Republic of 
Chile concerning the civil uses of atomic energy. 

(2) Determine that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomic 
Energy Commission and the Department of State after the proposed agree- 
ment has been submitted to the Joint Committee on Atomic Energy of the 
United States Congress and a period of 30 days has elapsed while Congress 
is in session. 

It is my hope that this agreement represents but the first stare of nr 
in the field of atomic energy between the United States and Chile, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Chile. 

Sincerely, 


Dwiıcar D. EISENHOWER. 
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APPENDIX IV 


Unitep States Atomic Eneray Commission, 
Washington 25, D. C., June 17, 1956. 


Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


DEAR SENATOR ANDERSON: Pursuant to section 123c of the Atomie Energy 

Act of 1954, there are submitted with this letter certified copies of the following: 

1. A proposed agreement for cooperation with the Government of the 
tepublie of China; 

2. A letter from the Commission to the President recommending his 
approval of the proposed agreement; 

3. A letter from the President to the Commission approving the proposed 
agreement, authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security. 

This agreement, when executed, would make possible cooperation between the 
United States and the Republic of China on the design, construction, and opera- 
tion of research reactors, including related health and safety problems; the use 
of such reactors in medical therapy; and the use of radioactive isotopes in biology, 
medicine, agriculture and industry. The Republic of China, if it desired to do 
so, would be able to engage United States companies to construct research 
reactors, and private industries in the United States will be permitted, within 
the limits of the agreement, to render other assistance to the Republic of China. 
No restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to the Republic of China up to 6 
kilograms of contained U-235 in uraniuin enriched up to a maximum of 20 
percent, U-235, plus such additional quantity as, in the opinion of the Commis- 
sion, is necessary to permit the efficient and continuous operation of the reactor 
or reactors while replaced fuel elements are radioactively cooling in the Republic 
of China or while fuel elements are in transit. The amount of special nuclear 
material which would be made available to the Republic of China under this 
agreement would not be important from the military point of view and the 
limitation expressed will restrict the Republic of China in determining the choice 
of reactor to be constructed to a research reactor. 
` Article VI of the proposed agreement records the obligations undertaken by the 
Republic of China to safeguard the special nuclear material to be leased by the 
Commission, and article VII contains the guaranties prescribed by section 123 of 
the Atomic Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in the Republic of China 

Sincere!y yours, 

Lewis L. Strauss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERN MENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF THE REPUBLIC 
OF CHINA 


WuHer#ss the peaceful uses of atomic energy hold great promise for all mane 
kind; and 

Wuereas the Government of the United States of America and the Govern- 
ment of the Republic of China desire to cooperate with each other in the develop- 
ment of such peaceful uses of atomie energy; and 

Wuenr! as there is well advanced the design and development of several types 
of research reactors (as detined in Article X of this Agreement); and 

Warreas research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience 
in nuclear science and engineering useful in the development of other peaceful 
uses of atomic energy including civilian nuclear power; and 

W nerras the Government of the Republic of China desires to pursue a research 
and development program looking toward the realization of the peaceful and 
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humanitarian uses of atomic energy and desires to obtain assistance from the 
Government of the United States of America and United States industry with 
respect to this program; and 

WnuxRnEAS the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the ‘‘Com- 
mission"), desires to assist the Government of the Republic of China in such a 
program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange informa- 
tion in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE II 


A. The Commission will lease to the Government of the Republie of China 
uranium enriched in the isotope U-235, subject to the terms and conditions pro- 
vided herein, as may be required as initial and replacement fuel in the operation 
of research reactors which the Government of the Republic of China, in consulta- 
tion with the Commission, decides to construct and as required in agreed experi- 
ments related thereto. Also, the Commission will lease to the Government of 
the Republic of China uranium enriched in the isotope U-235, subject to the 
terms and conditions provided herein, as may be required as initial and replace- 
ment fuel in the operation of such research reactors as the Government of the 
Republic of China may, in consultation with the Commission, decide to authorize 
private individuals or private organizations under its jurisdiction to construct and 
operate, provided the Government of the Republic of China shall at all times 
maintain sufficient control of the material and the operation of the reactor to 
enable the Government of the Republie of China to comply with the provisions 
of this Agreement and the applicable provisions of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Republic of China shall 
not at any time be in excess of six (6) kilograms of contained U-—235 in uranium 
enriched up to a maximum of twenty percent (2095) U-235, plus such additional 
quantity as, in the opinion of the Commission, is necessary to permit the efficient 
and continuous operation of the reactor or reactors while replaced fuel elements 
are radioactively cooling in China or while fuel elements are in transit, it being 
the intent of the Commission to make possible the maximum usefulness of the six 
(6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment 
and delivery as may be mutually agreed and under the conditions stated in Article 
VI and VII. 

ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the 
Commission wil! sell or lease through such means as it deems appropriate, to the 
Government of the Republic of China or authorized persons under its jurisdiction 
such reactor materials, other than special nuclear materials, as are not obtainable 
on the commercial market and which are required in the construction and opera- 
tion of research reactors in China. The sale or lease of these materials shall be 
on such terms as may be agreed. 


ARTICLE IV 
It is contemplated that, as provided in this Article, private individuals and 


private organizations in either the United States or China may deal directly with 
private individuals and private organizations in the other country. Accordingly, 
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with respect to the subjects of agreed exchange of information as provided in 
Article 1, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, 
to, and perform services for, the Government of the Republic of China and such 
persons under its jurisdiction as are authorized by the Government of the Republic 
of China to receive and possess such materials and utilize such services, subject to: 

A. Limitations in Article V. 

B. Applicable laws, regulations and license requirements of the Govern- 

ment of the United States, and the Government of the Republic of China, 


ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no ma- 
terials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of the Republic of China or 
authorized persons under its jurisdiction if the transfer of any such materials or 
equipment and devices or the furnishing of any such services involves the com- 
munication of Restricted Data. 

ARTICLE VI 


A. The Government of the Republic of China agrees to maintain such safe- 
guards as are necessary to assure that the uranium enriched in the isotope U-235 
leased from the Commission shall be used solely for the purpose agreed in accord- 
ance with this Agreement and to assure the safekeeping of this material. 

B. The Government of the Republic of China agrees to maintain such safe- 
guards as are necessary to assure that all other reactor materials, including equip- 
ment and devices, purchased in the United States of America under this Agree- 
ment by the Government of the Republic of China or authorized persons under its 
jurisdiction, shall be used solely for the design, construetion, and operation of 
research reactors which the Government of the Republic of China decides to con- 
struct and operate and for research in connection therewith, except as may 
otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Republic of China agrees to maintain records relating to power 
levels of operation and burn-up of reactor fuels and to make annual reports to the 
Commission on these subjects. If the Commission requests, the Government of 
the Republic of China will permit Commission representatives to observe from 
time to time the condition and use of any leased material and to observe the per- 
formance of the reactor in which the material is used. 


ARTICLE VII—GUARANTIES PRESCRIBED BY THE U. S, ATOMIC ENERGY ACT OF 1954 


The Government of the Republic of China guaranties that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the 
Government of the Republic of China or authorized persons under its juris- 
diction, pursuant to this Agreement, by lease, sale, or otherwise will be used 
for atomic weapons or for research on or development of atomic weapons or 
for any other military purposes, and that no such material, including equip- 
ment and devices, will be transferred to unauthorized persons or beyond the 
jurisdietion of the Government of the Republie of China exeept as the 
Commission may agree to such transfer to another nation and then onlv 
if in the opinion of the Commission such transfer falls within the seope of an 
agreement for cooperation between the United States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into force on and remain in force until 
«i , inclusively, and shall be subject to renewal as may be mutually 
agreed. 

At the expiration of this Agreement or an extension thereof the Government 
of the Republie of China shall deliver to the United States all fuel elements con- 
taining reactor fuels leased by the Commission and any other fuel material leased 
by the Commission. Such fuel elements and such fuel materials shall be delivered 
to the Commission at a site in the United States designated by the Commission 
at the expense of the Government of the Republic of China, and such delivery 
shall be made under appropriate safeguards against radiation hazards while in 
transit. 
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ARTICLE IX 


It is the hope and expectation of the parties that this initia] Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasibility 
i of an additional agreement for cooperation with respect to the production of 
power atomic energy in China. 
ARTICLE X 


For the purposes of this Agreement: 

A. “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives. 

B. “Equipment and devices” means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. “Research reactor” means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 
purposes, medical therapy, or training in nuclear science and engineering. 
The term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 

D. The terms “Restricted Data”, “atomic weapon”, and ‘“‘special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 


EET Le ia anitae in duplicate this .... day of 


For the Government of the United States of America: 
WILLIAM J. SEBALD, 
WJS 6/14/55 
Acting Assistant Secretary of State for Far Eastern Affairs. 
Lewis L. STRAUSS, 
LS 6/14/55 
Chairman, U. S. Atomic Energy Commission. 


For the Government of the Republie of China: 
V. K. Koo, 
V. K. W. Koo 
Chinese Ambassador. 


JuNE 14, 1955. 
The PRESIDENT, 
The White House. 


DEAR MR. Presipenrt: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled “Agreement for Cooperation Concerning 
Civil Uses of Atomie Energy between the Government of the Republic of China 
and the Government of the United States of America," and authorize its execution 
after the proposed agreement has been placed before the Joint Committee on 
Atomic Energy in accordance with section 123c of the Atomic Energy Act of 1954. 
This agreement has been negotiated by the Atomic Energy Commission and the 
Department of State pursuant to the Atomic Energy Act of 1954 and is, in the 
opinion of the Commission, an important and desirable step in advancing the 
development of the peaceful uses of atomic energy in the Republic of China, in 
accordance with the policy which you have established. The Government of the 
Republic of China has signified its agreement to the guaranties prescribed by the 
Atomic Energy Act and which are recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture and industry. Under the agreement 
the Republic of China, if it desires to do so, may engage United States companies 
to construct research reactors, and private industry in the United States will be 
——— within the limits of the agreement, to render other assistance to the 

epublic of China. No restricted data would be communicated under this agree- 
ment. The Atomic Energy Commission, however, would lease to the Republic of 
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China up to 6 kilograms of contained U-235 in uranium enriched up to a maximum 
of 20 percent U-235 

, The agreement expresses the hope and expectation of the two Governments that 
this first stage of cooperation between the United States and the Republic of 
China will lead to further discussions and agreements relating to the peaceful 
uses of atomic energy in the Republic of China. 

Respectfully yours, 
Lewis L. Srrauss, Chairman, 


Tue Waite House, 
i Washington, June 15, 1955. 
The Honorable L. L. Srravss, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 


| DEgAR Mr. Srravuss: Under date of June 14, 1955, vou informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Republie of China and the Government 
of the United States for cooperation concerning the peaceful uses of atomic 
energy. The agreement recites that the Government of the Republic of China 
desires to pursue a research and development program looking toward the realiza- 
tion of the peaceful and humanitarian uses of atomic energy and desires to obtain 
assistance from the Government of the United States and United States industry 
with respect to this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use’ of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Republic of China special nuclear material for 
use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atcmie Energy Act of 1954 
and upon the recommendation of the Atomic Energy Commission, I hereby— 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Republic of 
China concerning the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomie 
Energy Commission and the Department of State after the proposed agree- 
ment has been submitted to the Joint Committee on Atomic Energy of the 
United States Congress and a period of 30 days has elapsed while Congress 
is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Nationalist China, 
and that it will lead to further discussions and agreements relating to other 
peaceful uses of atomic energy. 

Sincerely, Dwicat D. EisENHOWER. 


APPENDIX V 


Unitep States Atomic ENERGY COMMISSION, 
Washington 25, D. C., June 17, 1956. 
Hon. CriNTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


DEAR SENATOR ANDERSON: Pursuant to section 123e of the Atomic Energy 
Act of 1954, there are submitted with this letter certified copies of the following: 
1. A proposed agreement for cooperation with the Government of the 
Kingdom of Denmark; 
2. A letter from the Commission to the President, recommending his 
approval of the proposed agreement; 
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3. A letter from the President to the Commission, approving the proposed 
agreement, authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security. 

is agreement, when exeeuted, would make possible cooperation between the 
United States and Denmark on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors in 
medical therapy; and the use of radioactive isotopes in biology, medicine, agricul- 
ture, and industry. Denmark, if it desired to do so, would be able to engage 
United States companies to construct research reactors, and private industries 
in the United States will be permitted, within the limits of the agreement, to 
render other assistance to Denmark. No restricted data would be communicated 
under this agreement. The Atomic E "Commission, however, would lease to 
Denmark up to 6 kilograms of contained U-235 in uranium enriched up to a 
maximum of 20 percent U-235, plus such additional quantity as, in the opinion 
of the Commission, is necessary to permit the efficient and continuous operation 
of the reactor or reactors, while replaced fuel elements are radioactively cooling 
in Denmark or while fuel elements are in transit. The amount of special nuclear 
material which would be made available to Denmark under this agreement would 
not be important from the military point of view and the limitation expressed will 
restrict Denmark in determining the choice of reactor to be constructed to a 
research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Denmark to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Denmark. 

Sincerely yours, 

Lewis L. Strauss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERN MENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERN MENT OF THE KINGDOM 
OF DENMARK 


> HEREAS the peaceful uses of atomic energy hold great promise for all mankind; 
ant 

Wuereas the Government of the United States of America and the Government 
of the Kingdom of Denmark desire te cooperate with each other in the development 
of such peaceful uses of atomic energy ; and 

Wuerwas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

Wuereas research reactors are useful in the production or research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience 
in nuclear science and engineering useful in the development of other peaceful 
uses of atomic energy including civilian nuclear power; and 

Wuereas the Government of the Kingdom of Denmark desires to pursue a 
research and development program looking toward the realization of the peaceful 
and humanitarian uses of atomic energy and desires to obtain assistance from 
the Government of the United States of America and United States industry 
with respect to this program; and 

Wuereras the Government of the United States of America, represented by 
the United States Atomic Energy Commission (hereinafter referred to as the 
“Commission’’), desirés to assist the Government of the Kingdom of Denmark 
in such a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 
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ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange infor- 
mation in the following fields: 
A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 
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B. Health and safety problems related to the operation and use of research 
reactors. 
The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE I 


A. The Commission will lease to the Government of the Kingdom of Denmark 
uranium enriched in the isotope U-235, subject to the terms and conditions 
provided herein, as may be required as initia] and replacement fuel in the operation 
of research reactors which the Government of the Kingdom of Denmark in consul- 
tation with the Commission, decides to construct and as required in agreed 
experiments related thereto. Also, the Commission will lease to the Government 
of the Kingdom of Denmark uranium enriched in the isotope U-235, subject to 
the terms and conditions provided herein, as may be required as initia! and 
replacement fuel in the operation of such research reactors as the Government of 
the Kingdom of Denmark may, in consultation with the Commission, decide to 
authorize private individuals or private organizations under its jurisdiction to 
construct and operate, provided the Government of the Kingdom of Denmark 
shall at all times maintain sufficient control of the material and the operation of 
the reactor to enable the Government of the Kingdom of Denmark to comply 
with the provisions of this Agreement and the applicable provisions of the lease 
arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Kingdom of Denmark 
shall not at any time be in excess of six (6) kilograms of contained U-235 in 
uranium enriched up to a maximum of twenty percent (20%) U-235, plus such 
additional quantity as, in the opinion of the Commission, is necessary to permit 
the efficient and continuous operation of the reactor or reactors while replaced 
fuel elements are radioactively cooling in the Kingdom of Denmark or while fuel 
elements are in transit, it being the intent of the Commission to make possible the 
maximum usefulness of the six (6) Kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
eoplapenyent, they shall be returned to the Commission and, except as may be 

agreed, the form ‘and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipmentand 
pairon as may be mutually agreed and under the conditions stated in Article VI 
and VII. 


ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the Com- 
mission will sell or lease through such means as it deems appropriate, to the 
Government of the Kingdom of Denmark or authorized persons under its juris- 
diction such reactor materials, other than special nuclear materials, as are not 
obtainable on the commercial mafket afd which are required in the construction 
and operation of research reactors in the Kingdom of Denmark. The sale or 
lease of these materials shall be on such terms as may be agreed. 


ARTICLE IV 


It. is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or the Kingdom of Denmark 
may. deal directly with private individuals and private organizations in the other 
country. Accordingly, with respect to the subjects of agreed exchange of infor- 
mation as provided in Article 1, the Government of the United States will permit 
persons under its jurisdiction to transfer and exnort materials, ineluding equip- 
ment and devices, to, and perform services for, the Government of the Kingdom 
of: Denmark and such persons under its jurisdiction as are authorized by the 
Government of the Kingdom of Denmark to receive and possess such materials 
end. utilize such services, subject to: 

oA; Limitations in Article V. 
B.: Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of the Kingdom of Denmark. 
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ARTICLE 'V 


Restricted Data shall not be.communicated under this Agreement and no 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of the Kingdom of Denmark or 
authorized persons under its jurisdiction if the transfer of any such materials or 
equipment and devices or the furnishing of any such services involves the com- 
munication of Restricted Data. 

ARTICLE VI 


A. The Government of the Kingdom of Denmark agrees to maintain such 
safeguards as are necessary to assure that the uranium enriched in the isotope 
U-235 leased from the Commission shall be used solely for the purposes agreed in 
accordance with this Agreement and to assure the safekeeping of this material. 

B. The Government of the Kingdom of Denmark agrees to maintain such 
safeguards as are necessary to assure that all other reactor materials, including 
equipment and devices, purchased in the United States of America under this 
Agreement by the Government of the Kingdom of Denmark or authorized per- 
sons under its jurisdiction, shall be used solely for the design, construction, and 
operation of research reactors which the Government of the Kingdom of Den- 
mark decides to construct and operate and for research in connection therewith, 
except as may otherwise be agreed 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Kingdom of Denmark agrees to maintain records relating to 
power levels of operation and burn-up of reactor fuels and to make annual reports 
to the Commission on these subjects. If the Commission requests, the Govern- 
ment of the Kingdom of Denmark will permit Commission representetives to 
observe from time to time the condition and use of any leased material and to 
observe the performance of the reactor in which the material is used. 


ARTICLE VII—GUARANTIES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 1954 


The Government of the Kingdom of Denmark guarantees that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the 
Government of the Kingdom of Denmark or authorized persons under its 
jurisdiction, pursuant to this Agreement, by lease, sale, or otherwise will be 
used for atomic weapons or for research on or development of atomic weapons 
or for any other military purposes, and that no such material, including 
equipment and devices, will be transferred to unauthorized persons or beyond 
the jurisdiction of the Government of the Kingdom of Denmark except as 
the Commission may agree to such transfer to another nation and then only 
if in the opinion of the Commission such transfer falls within the scope of 
an agreement for cooperation between the United States and the other nation, 


ARTICLE VIII 


This Agreement shall enter into force on (a calendar date) and 
remain in force until (a date five years later), inclusively, and shall 
be subject to renewal as may be mutually agreed. 

At the expiration of this Agreement or any extension thereof the Government 
of the Kingdom of Denmark shall deliver tó the United States all fuel elements 
containing reactor fuels leased by the Commission and any other fuel material 
leased by the Commission. Such fuel elements and such fuel materials shall 
be delivered to the Commission at a site in the United States designated by the 
Commission at the expense of the Government of the Kingdom of Denmark, 
and such delivery shall be made under appropriate safeguards against radiation 
hazards while in transit. 

ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly; 
the parties will consult with each other from time to time concerning the feasi- 
bility of an additional agreement for cooperation with respect to the production 
of power from atomic energy in the Kingdom of Denmark. 
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ARTICLE X 


For purposes of this Agreement: 

A. “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives. 

B. “Equipment and devices” means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. “Research reactor” means a reactor which is designed for the production 
of neutrons and other radiations for general research and development pur- 
poses, medical therapy, or training in nuclear science and engineering. The 
term does not cover power reactors, power demonstration reactors, or re- 
actors designed primarily for the production of special nuclear materials. 

D. The terms ‘Restricted Data’, “atomic weapon”’, and “‘special nuclear 
material" are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 


Dong AT in duplicate this _..._- day of 


For the Government of the United States of America: 
LiviNGSTON T. MERCHANT, 
LTM June 10, 1955 
Assistant Secretary of State for European Affairs. 
Lewis L. STRAUSS, 
L. L, S. 6/10/55 
Chairman, U. S. Atomic Energy Commission. 
For the Government of the Kingdom of Denmark: 
HENRIK DE KAUFFMANN, 
Hdek June 10th 1955 
Ambassador of Denmark 


JuNE 10, 1955. 
The PRESIDENT, 
The White House. 


Dear Mr. Presipent: The Atomic Energy Commission recommends that 
you approve the enclosed agreement entitled “Agreement for Cooperation Con- 
cerning Civil Uses of Atomic Energy between the Government of the Kingdom 
of Denmark and the Government of the United States of America,” and authorize 
its execution after the proposed agreement has been placed before the Joint 
Committee on Atomic Energy in accordance with section 123e of the Atomic 
Energy Act of 1954. This agreement has been negotiated by the Atomic Energy 
Commission and the Department of State pursuant to the Atomie Energy Act 
of 1954 and is, in the opinion of the Commission, an important and desirable step 
in advancing the development of the peaceful uses of atomic energy in Denmark, 
in accordance with the policy which you have established. The Government of 
the Kingdom of Denmark has signified its agreement to the guaranties prescribed 
by the Atomic Energy Act and which are recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Denmark, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Denmark. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to Denmark up to 6 kilograms of 
contained U-235 in uranium enriched up to à maximum of 20 percent U-235. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Denmark will 
lead to further discussions and agreements relating to the peaceful uses of atomic 
energy in Denmark, 

Respectfully yours, 
Lewis L. Strauss, Chairman. 
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Tue Waits Hovsr, 
Washington, June 14, 1955, 
Hon. L. L. Strauss, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 


Dear Mr. Srravuss: Under date of June 10, 1955, you informed me that the 
Atomie Energy. Commission had recommended that I approve a proposed agree- 
ment between the Government of the Kingdom of Denmark and the Government 
of the United States for cooperation concerning the peaceful uses of atomic energy. 
The agreement recites that the Government of the Kingdom of Denmark desires 
to pursue a research and development program looking toward the realization of 
the peaceful and humanitarian uses of atomic energy and desires to obtain assist- 
ance from the Government of the United States and United States industry with 
respect to this program 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Kingdom of Denmark special nuclear material for 
use as reactor fuel. 

ursuant to the provisions of section 123 of the Atomic Energy Act of 1954 and 
upon the recommendation of the Atomic Energy Commission, I hereby— 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Kingdom of 
Denmark concerning the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will pro- 
mote and will not constitute an unreasonable risk to the common defense and 
security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Govern- 
ment of the United States by appropriate authorities of the United States- 
Atomic Energy Commission and the Department of State after the proposed 
agreement has been submitted to the Joint Committee on Atomic Energy of 
the United States Congress and a period of 30 days has elapsed while Con- 
gress is in session, 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Denmark, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Denmark. 

Sincerely, 

DwiauT D. EisENHOWER, 


APPENDIX VI 


Unrrep States Atomic ENERGY COMMISSION, 
Washington 25, D. C., June 27, 1955, 
Hon. CuiNTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Senator ANvDERSON: Pursuant to section 123¢ of the Atomic Energy 

Act of 1954, there are submitted with this letter certified copies of the following: 

1. A proposed agreement for cooperation with the Government of the 
Kingdom of Greece; 

2. A letter from the Commission to the President, recommending his 
approval of the proposed agreement; 

3. A letter from the President to the Commission, approving the proposed 
acreement, authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security. 

This azreement, when executed, would make possible cooperation between the 
United States and Greece on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors in 
medieal therapv; and the use of radioactive isotopes in biology, medicine, agri- 
eulture, and industry. Greece, if it is desired to do so, would be able to engage 
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United States companies to construct research reactors, and private industries in 
the United States will be permitted, within the limits of the agreement, to render 
other assistance to Greece. No restricted data would be communicated under 
this agreement. The Atomic Energy Commission, however, would lease to Greece 
up to 6 kilograms of contained U-235 in uranium enriched up to a maximum of 
20 percent U-235, plus such additional quantity as, in the opinion of the Com- 
mission, is necessary to permit the éfficient and continuous operation of the reactor 
or reactors while replaced fuel elements are radioactively cooling in Greece or while 
fuel elements are in transit. The amount of special nuclear material which would 
be made available to Greece under this agreement would not be important from 
the military point of view and the limitation expressed will restrict Greece in 
determining the choice of reactor to be constructed to a research reactor 

Article VI of the proposed agreement records‘the obligations undertaken by 
Greece to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Greece. 

Sincerely yours, 



















Lewis L. Srravuss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF THE KINGDOM 
OF GREECE 









































WHEREAS the peaceful uses of atomic energy hold great promise for all mankind’ 
and 

WHEREAS the Government of the United States of America and the Government 
of the Kingdom of Greece desire to cooperate with each other in the development 
of such peaceful uses of atomic energy; and 

WHEREAS there is well advanced the design and development of several types of 
research reactors (as defined in Article X of this Agreement); and 

WHEREAS research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities and 
at the same time are a means of affording valuable training and experience in 
nuclear science and engineering useful in the development of other peaceful uses of 
atomic energy including civilian nuclear power; and 

Wuereas the Government of the Kingdom of Greece desires to pursue a research 
and development program looking toward the realization of the peaceful and 
humanitarian uses of atomic energy and desires to obtain assistance from the Gov- 
ernment of the United States of America and United States industry with respect 
to this program; and 

WukEREAS the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the **Com- 
mission"), desires to assist the Government of the Kingdom of Greece in such a 
program; 
THE PARTIES THEREFORE AGREE AS FOLLOWS: 





ARTICLE I 





Subject to the limitations of Article V, the parties hereto will exchange informa- 
tion in the following fields: 
Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 
B. Health and safety problems related to the operation and use of research 
reactors. 
C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 







ARTICLE I 









A. The Commission will lease to the Government of the Kingdon of Greece 
uranium enriched in the isotope U-235, subject to the terms and conditions 
provided herein, as may be required as initial and replacement fuel in the opera- 
tion of research reactors which the Government of the Kingdom of Greece, in 
consultation with the Commission, decides to construct and as required in agreed 


74003°—57 S. Rept., 84-1, vol. 3—57 


26 PROPOSED AGREEMENTS FOR COOPERATION 


experiments related thereto. Also, the Commission will lease to the Government 
of the Kingdom of Greece uranium enriched in the isotope U-235, subject to the 
terms and conditions provided herein, as may be required as initial and replace- 
ment fuel in the operation of such research reactors as the Government of the 
Kingdom of Greece may, in consultation with the Commission, decide to authorize 
private individuals or private organizations under its jurisdiction to construct 
and operate, provided the Government of the Kingdom of Greece shall at all 
times maintain sufficient control of the material and the operation of the reactor 
to enable the Government of the Kingdom of Greece to comply with the pro- 
visions of this Agreement and the applicable provisions of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Kingdom of Greece 
shall not at any time be in excess of six (6) kilograms of contained U-235 in 
uranium enriched up to a maximum of twenty percent (2095) U-235, plus such 
additional quantity as, in the opinion of the Commission, is necessary to permit 
the efficient and continuous operation of the reactor or reactors while replaced 
fuel elements are radioactively cooling in Greece or while fuel elements are in 
transit, it being the intent of the Commission to make possible the maximum 
usefulness of the six (6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 

ter their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment and 
delivery as may be mutually agreed and under the conditions stated in Articles 
VI and VII. 

ARTICLE NI 


Subject to the availability of supply and as may be mutually agreed, the Com- 
mission will sell or lease through such means as it deems appropriate, to the Gov- 
ernment of the Kingdom of Greece or authorized persons under its jurisdiction 
such reactor materials, other than special nuclear materials, as are not obtainable 
on the commercial market and which are required in the construction and opera- 
tion of research reactors in Greece. The sale or lease of these materials shall be 
on such terms as may be agreed. 


ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Greece may deal directly with 
private individuals and private organizations in the other country. Accordingly, 
with respect to the subjects of agreed exchange of information as provided in 
Article I, the Government of the United States will permit persons under its juris- 
diction to transfer and export materials, including equipment and devices, to, and 
perform services for, the Government of the Kingdom of Greece and such persons 
under its jurisdiction as are authorized by the Government of the Kingdom of 
Greece to receive and possess such materials and utilize such services, subject to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of the Kingdom of Greece. 
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ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no 
materials or equipment &nd devices shall be transferred and no services shall 
be furnished under this Agreement to the Government of the Kingdom of Greece 
or authorized persons under its jurisdiction if the transfer of any such materials 
or equipment and devices or the furnishing of any such services involves the 
communication of Restricted Data. 


ARTICLE VI 


A. The Government of the Kingdom of Greece agrees to maintain such safe- 
guards as are necessary to assure that the uranium enriched in the isotope U-235 
leased from the Commission shall be used solely for the purposes agreed in accord 
&nce with this Agreement and to assure the safekeeping of this material. 
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B. The Government of the Kingdom of Greece agrees to maintain such safe- 
guards as are necessary to assure that all other reactor materials, including 
equipment and devices, purchased in the United States of America under this 
Agreement by the Government of the Kingdom of Greece or authorized persons 
under its jursidiction, shall be used solely for the design, construction, and opera- 
tion of research reactors which the Government of the Kingdom of Greece decides 
to construct and operate and for research in connection therewith, except as may 
otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Kingdom of Greece agrees to maintain- records relating to 
power levels of operation and burn-up of reactor fuels and to make annual reports 
to the Commission on these subjeets. If the Commission requests, the Gov- 
ernment of the Kingdom of Greece will permit Commission representatives to 
observe from time to time the condition and use of any leased material and to 
observe the performance of the reactor in which the material is used. 


ARTICLE VII.—GUARANTIES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 1954 


The Government of the Kingdom of Greece guarantees that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the 
Government of the Kingdom of Greece or authorized persons under its 
jurisdiction, pursuant to this Agreement, by lease, sale, or otherwise will be 
used for atomic weapons or for research on or development of atomic weapons 
or for any other military purposes, and that no such material, including 
equipment and devices, will be transferred to unauthorized persons or beyond 
the jurisdiction of the Government of the Kingdom of Greece except as the 
Commission may agree to such transfer to another nation and then only if in 
the opinion of the Commission such transfer falls within the scope of an 
agreement for cooperation between the United States and the other nation. 


ARTICLE YIII 


This Agreement shall enter into force on and remain in force 
until , inclusively, and shall be subject to renewal as may be mutually 
agreed. 

At the expiration of this Agreement or any extension thereof the Government 
of the Kingdom of Greece shall deliver to the United States all fuel elements 
containing reactor fuels leased by the Commission and any other fuel material 
leased by the Commission. Such fuel elements and such fuel materials shall be 
delivered to the Commission at a site in the United States designated by the 
Commission at the expense of the Government of the Kingdom of Greece, and 
such delivery shall be made under appropriate safeguards against radiation hazards 
while in transit. 


ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasibility 
of an additional agreement for cooperation with respect to the production of power 
from atomic energy in Greece. 

ARTICLE X 
For purposes of this Agreement: 
A. “Commission” means the United States Atomic Energy Commission or 
its duly authorized representatives. 
B. “Equipment and devices’’ means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 
C. “Research reactor’ means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 
urposes, medical therapy, or training in nuclear science and engineering. 
"he term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 
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D. The terms “Restricted Data”, “atomic weapon”, and ‘“‘special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority 
DONE AT in duplicate this day of , 1955. 
For the Government of the United States of America: 
Jonn D. JERNEGAN, 
JDJ 6/22/55 
De puly Assistant Secretary for Near Eastern, South Asian, 
African Affairs. 
Lewis L. STRAUSS, 
LLS 6/14/55 
Chairman, U. S. Atomic Energy Commission. 


For the Government of the Kingdom of Greece: 
PHEDON ANNINO CAVALIERATO, 
PAC 6/22/55 
Counselor 


JUNE 22, 1955. 
The PRESIDENT, 
The White House. 

Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled “Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy Between the Government of the Kingdom of Greece 
and the Government of the United States of America,” and authorize its execution 
after the proposed agreement has been placed before the Joint Committee on 
Atomic Energy in accordance with section 123c of the Atomic Energy Act of 
1954. This agreement has been negotiated by the Atomie Energy Commission 
and the Department of State pursuant to the Atomic Energy Act of 1954 and 
is, in the opinion of the Commission, an important and desirable step in advancing 
the development of the peaceful uses of atomic energy in Greece, in accordance 
with the policy which you have established. The Government of the Kingdom 
of Greece has signified its agreement to the guaranties prescribed by the Atomic 
Energy Act and which are recorded in the proposed agreement., 

The proposed agreement calls for cooperation with respect to the design, con- 
struction and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture and industry. Under the agreement 
the Kingdom of Greece, if it desires to do so, may engage United States companies 
to construct research reactors, and private industry in the United States will be 
permitted, within the limits of the agreement, to render other assistance to 
Greece. No restricted data would be communicated under this agreement The 
Atomie Energy Commission, however, would lease to Greece up to 6 kilograms of 
contained U-235 in uranium enriched up to a maximum of 20 percent U-235. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the Kingdom of Greece and the United 
States will lead to further discussions and agreements relating to the peaceful 
uses of atomic energy in Greece, 

Respectfully yours, 
Lewis L. Strauss, Chairman, 


THe Waite Houses, 
Washington, June 25, 1955. 
The Honorable L. L. Srravss, 
Chairman, Atomic Energy Commission, 
Washington, D. C 

Dear Mr. Srravuss: Under date of June 22, 1955, you informed me that the 
Atomie Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Kingdom of Greece and the Government 
of the United States for cooperation concerning the peaceful uses of atomic 
energy. The agreement recites that the Government of the Kingdom of Greece 
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desires to pursue & research and development program looking toward the realiza- 
tion of the peaceful and humanitarian uses of atomic energy and desires to obtain 
assistance from the Government of the United States and United States industry 
with respect to this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, eonstruction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomie Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Kingdom of Greece special nuclear material for 
use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 
and upon the recommendation of the Atomie Energy Commission, I hereby 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Kingdom of 
Greece concerning the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Govern- 
ment of the United States by appropriate authorities of the United States 
Atomic Energy Commission and the Department of State after the proposed 
agreement has been submitted to the Joint Committee on Atomic Energy 
of the United States Congress and a period of 30 days has elapsed while 
Congress is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in tbe field of atomie energy between the United States and Greece, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Greece, 

Sincerely, 

Dwicur D. EISENHOWER. 


APPENDIX VII 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., June 10, 1955. 
Hon. CriNToN P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear SENATOR ANDERSON: Pursuant to section 123¢ of the Atomic Energy 
Act of 1954, there is submitted with this letter: 

1. A proposed agreement for cooperation with the Government of Israel; 

2. A letter dated June 6, 1955, from the Commission to the Presi lent, 
recommending his approval of the proposed agreement; 

3. A letter dated June 7, 1955, from the President to the Commission ap- 
proving the proposed agreement, authorizing its execution, and containing 
his determination that it will promote and will not constitute an unreason- 
able risk to the common defense and security. 

This agreement, when executed, would make possible cooperation between the 
United States and Israel on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors in 
medical therapy; and the use of radioactive isotopes in biology, medicine, agri- 
culture, and industry. Israel, if it desired to do so, would be able to engage 
United States companies to construct research reactors, and private industries in 
the United States will be permitted, within the limits of the agreement, to render 
other assistance to Israel. No restricted data would be communicated under 
this agreement. The Atomic Energy Commission, however, would lease to 
Israel up to 6 kilograms of contained U-235 in uranium enriched up to a maxi- 
mum of 20 percent U-235, plus such additional quantity a», in the opinion of the 
Commission, is necessary to permit the efficient and continuous operation of the 
reactor or reactors while replaced fuel elements are radioactively cooling in 
Israel or while fuel elements are in transit. The amount of special nuclear ma- 
terial which would be made available to Israel under this agreement would not 
be important from the military point of view and the limitation expressed will 
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restrict Israel in determining the choice of reactor to be constructed to a research 
reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Israel to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy 1n Israel. 

Sincerely yours, 













Lewis L. Strauss, Chairman. 





AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERN MENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF ISRAEL 






Wuereas the peaceful uses of atomic energy hold great promise for all mankind; 
and 

Wuereas the Government of the United States of America and the Government 
of Israel desire to cooperate with each other in the development of such peaceful 
uses of atomic energy; and 

Wuereas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

WHEREAS research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience in 
nuclear science and engineering useful in the development of other peaceful uses 
of atomic energy including civilian nuclear power; and 

Wuereas the Government of Israel desires to pursue a research and develop- 
ment program looking toward the realization of the peaceful and humanitarian 
uses of atomic energy and desires to obtain assistance from the Government 
of the United States of America and United States industry with respect to this 
program; and 

Wuereas the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the ‘‘Com- 
mission’’), desires to assist the Government of Israel in such a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 





ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange 
information in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 
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ARTICLE II 


A. The Commission will lease to the Government of Israel uranium enriched 
in the isotope U-235, subject to the terms and conditions provided herein, as may 
be required as initial and replacement fuel in the operation of research reactors 
which the Government of Israel, in consultation with the Commission, decides 
to construct and as required in agreed experiments related thereto. Also, the 
Commission will lease to the Government of Israel uranium enriched in the iso- 
tope U-235, subject to the terms and conditions provided herein, as may be re- 
‘quired as initial and replacement fuel in the operation of such research reactors 
as the Government of Israel may, in consultation with the Commission, decide to 
authorize private individuals or private organizations under its jurisdiction to 
construct and operate, provided the Government of Israel shall at all times 
maintain sufficient control of the material and the operation of the reactor to 
enable the Government of Israel to comply with the provisions of this Agreement 
and the applicable provisions of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of Israel shall not at any 
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time be in excess of six (6) kilograms of contained U-235 in uranium enriched up 
to à maximum of twenty percent (2095) U-235, plus such additional quantity 
as, in the opinion of the Commission, is necessary to permit the efficient and con- 
tinuous operation of the reactor or reactors while replaced fuel elements are 
radioactively cooling in Israel or while fuel elements are in transit, it being the 
intent of the Commission to make possible the maximum usefulness of the six 
(6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment 
and delivery as may be mutually agreed and under the conditions stated in 
Articles VI and VII. 

ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the Com- 
mission will sell or lease through such means as it deems appropriate, to the 
Government of Israel or authorized persons under its jurisdiction such reactor 
materials, other than special nuclear materials, as are not obtainable on the com- 
mercial market and which are required in the construction and operation of 
research reactors in Israel. The sale or lease of these materials shall be on such 
terms as may be agreed. 

ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Israel may deal directly with 
private individuals and private organizations in the other country. Accordingly 
with respect to the subjects of agreed exchange of information as provided in 
Article the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, 
to, and perform services for, the Government of Israél and such persons under its 
jurisdiction as are authorized by the Government of Israel to receive and possess 
such materials and utilize such services, subject to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of Israel. 


ARTICLE V 


Restricted Pata shall not be communicated under this Agreement and no 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of Israel or authorized persons 
under its jurisdiction if the transfer of any such materials or equipment and 
devices or the furnishing of any such services involves the communication of 
Restricted Data. 


ARTICLE VI 


A. The Government of Israel agrees to maintain such safeguards as are neces- 
sary to assure that the uranium enriched in the isotope U-235 leased from the 
Commission shall be used solely for the purpose agreed in accordance with this 
Agreement and to assure the safekeeping of this material. 

B The Government of Israel agrees to maintain such safeguards as are neces- 
sary to assure that all other reactor materials, including equipment and devices, 
purchased in the United States of America under this Agreement by the Govern- 
ment of Israel or authorized persons under its jurisdiction, shall be used solely 
for the design, construction. and operation of research reactors which the Gov- 
ernment of Israel decides to construct and operate and for research in connection 
therewith, except as may otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of Israel agrees to maintain records relating to power levels of 
operation and burn-up of reactor fuels and to make annual reports to the Com- 
mission on these subjects If the Commission requests, the Government of 
Israel will permit Commission representatives to observe from time to time the 
condition and use of any leased material and to observe the performance of the 
reactor in which the material is used 
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June 6. 1955. 
The PRESIDENT, 
The White House. 

Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled ‘Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy between the Government of Israel and the Govern- 
ment of the United States of America,” and authorize its execution after the 
psn agreement has been placed before the Joint Committee on Atomic 

cnergy in accordance with section 123c of the Atomic Energy Act of 1954 This 

agreement has been negotiated by the Atomic Energy Commission and the 
Department of State pursuant to the Atomie Energy Act of 1954 and is, in the 
opinion of the Commission, an important and desirable step in advancing the 
development of the peaceful uses of atomic energy in Israel, in accordance with 
the policy which you have established , The Government of Israel has signified 
its agreement to the guaranties prescribed by the Atomic Energy Act and which 
are recorded in the proposed agreement 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety 
oroblems; the use of such reactors in medica! therapy; and the use of radioactive 
isotopes in biology medicine, agriculture, and industry. Under the agreement 
Israel, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Israel No 
restricted data would be communicated under this agreement The Atomic 
Energy Commission, however. would lease to Israel up to 6 kilograms of contained 
U-235 in uranium enriched up to a maximum of 20 percent U-235 

The agreement expresses'the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Israel will lead 
to further discussions and agreements relating to the peaceful uses of atomic 
energy in Israel. 

Respectfully yours, 
Lewis L. Srrauss, Chairman. 


Trae Waite Hovse, 
Washington, June 7, 1955. 
The Honorable L. L. Strauss, 
Chairman, Atomic Energy Commission, 
Washington, D. C 
Dear Mr Srrauss: Under date of June 6, 1955, vou informed me that the 
Atomic Energy Commission had recommended that | approve a proposed agree- 
ment between the Government of Israel and the Government of the United States 
for cooperation concerning the peaceful uses of atomic energy The agreement 
recites that the Government of Israel desires to pursue a researeh and develop- 
ment program looking toward the realization of the peaceful and humanitarian 
uses of atomic energy and desires to obtain assistance from the Government of 
the United States and United States industry with respect to this proyram 
I have examined the agreement recommended. It calls for cooperation be- 
tween the two Governments with respect to the design, construetion, and operation 
of research reactors, including related health and safety problems; the use of 
such reactors as research, development, and engineering tools and in medical 
therapy; and use of radioactive isotopes in biology, medicine, agriculture, and 
industry The agreement contains all of the guaranties prescribed by the Atomic 
Energy Act No restricted data would be communicated under the agreement, 
but the Commission would lease to the Government. of. Israel specia! nuclear 
material for use as reactor fuel 
Pursuant to the provisions of section 123 of the Atomic Energy Aet of 1954 
and upon the recommendation of the Atomie Energy Commission ] hereby — 
(1) Approve the within proposed agreement tor cooperation between the 
Government of the United States and the Government of Israel concerning 
the civil uses of atomic energy 
(2) Determine that the per.ormance o! the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 
(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomic 
Energy Commission and the Department of State after the proposed agree- 
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ARTICLE VII—GUARANTIES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 1954 


The Government of Israel guaranties that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the 
Government of Israel or authorized persons under its jurisdiction, pursuant 
to this Agreement, by lease, sale, or otherwise will be used for atomic weapons 
or for research on or development of atomic weapons or for any other mili- 
tary purposes, and that no such material, including equipment and devices, 
will be transferred to unauthorized persons or beyond the jurisdiction of the 
Government of Israel except as the Commission may agree to such transfer 
to another nation and then only if in the opinion of the Commission such 
transfer falls within the scope of an agreement for cooperation between the 
United States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into force on and remain in force until 
, inclusively, and shall be subject to renewal as may be mutually 
agreed. 

At the expiration of this Agreement or an extension thereof the Government 
of Israel shall deliver to the United States all fuel elements containing reactor 
fuels leased by the Commission and any other fuel material leased by the Com- 
mission. Such fuel elements and such fuel materials shall be delivered to the 
Commission at a site in the United States designated by the Commission at the 
expense of the Government of Israel, and such delivery shall be made under 
appropriate safeguards against radiation hazards while in transit. 


ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasibility 
of an additional agreement for cooperation with respect to the production of 
power from atomic energy in Israel. 


ARTICLE X 


For the purposes of this Agreement: 

A. "Commission" means the United States Atomic Energy Commission 
or its duly authorized representatives, 

B. “Equipment and devices” means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. “Research reactor” means a reactor which is designed for the production 
of neutrons and other radiations for general research and development pur- 
poses, medical therapy, or training in nuclear science and engineering. The 
term does not cover power reactors, power demonstration reactors, or reactors 
designed primarily for the production of special nuclear materials. 

D. The terms “Restricted Data”, “atomic weapon”, and “special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 

ĪN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 

DoNE AT in duplicate this .....- y of 

For the Government of the United States of America: 

GEORGE V. ALLEN, 

Assistant Secretary of State for Near Eastern, South Asian and African 
Affairs. 
Lewis L. STRAUSS, 
Chairman, U. S. Atomic Energy Commission. 
For the Government of Israel: 


ABBA ERAN, 
Ambassador of Israel. 
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WntnzASs there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

WuHereas research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities and 
at the same time are a means of affording valuable training and experience in 
nuclear science and engineering useful in the development of other peaceful uses 
of atomic energy including civilian nuclear power; and 

Wuereas the Government of the Italian Republic desires to pursue a research 
and development program looking toward the realization of the peaceful and 
humanitarian uses of atomic energy and desires to obtain assistance from the 
Government of the United States of America and United States industry with 
respect to this program; and 

Wuereas the Government of the United States of America, represented by 
the United States Atomic Energy Commission (hereinafter referred to as the 
“Commission’’), desires to assist the Government of the Italian Republic in such 
a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange informa- 
tion in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry 


ARTICLE II 


A. The Commission will lease to the Government of the Italian Republic 
uranium enriched in the isotope U-235, subject to the terms and conditions pro- 
vided herein, as may be required as ‘nitial and replacement fuel in the operation 
of research reactors which the Government of the Italian Republic, in consultation 
with the Commission, decides to construct and as required in agreed experiments 
related thereto. Also, the Commission will lease to the Government of the Italian 
Republic uranium enriched in the isotope U-235, subject to the terms and con- 
ditions provided herein, as may be required as initial and replacement fuel in the 
operation of such research reactors as the Government of the Italian Republic 
may, in consultation with the Commission, decide to authorize private individuals 
or private organizations under its jurisdiction to construct and operate, provided 
the Government of the Italian Republic shail at all times maintain sufficient 
control of the material and the operation of the reactor to enable the Government 
of the Italian Republic to comply with the provisions of this Agreement and the 
applicable provisions of the lease arrangement 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Italian Republic shall 
not at any time be in excess of six (6) kilograms of contained U-235 in uranium 
enriched up to a maximum of twenty percent (20%) U-235, plus such additional 
quantity as, in the opinion of the Commission, is necessary to permit the efficient 
and continuous operation of the reactor or reactors while replaced fuel elements 
are radioactively cooling in Italy or while fuel elements are in transit, it being the 
intent of the Commission to make possible the maximum usefulness of the six (6) 
kilograms of said material 

C. When any fuel elements containing U-235 leased by the Commission re- 
quire replacement, they shall be retusned to the Commission and, except as may 
be agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment and 
delivery as may be mutually agreed and under the conditions stated in Articles 
VI and VII. 

ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease through such means as it deems appropriate, to 
the Government of the Italian Republic or authorized persons under its jurisdi3- 
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ment has been submitted to the Joint Committee on Atomic Energy of the 
United States Congress and a period of 30 days has elapsed while Congress 
is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Israel, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Israel. 

Sincerely, 


Dwicat D. Ereennower. 





ApPENDIX VIII 


UNITED SrATES Aromic ENERGY COMMISSION, 
Washington 25, D. C., June 17, 1955. 


Hon. CriNTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

Dear SenaToR ANDERSON: Pursuant to section 123c of the Atomic Energy 
Act of 1954, there are submitted with this letter certified copies of the following: 

1. A proposed agreement for cooperation with the Government of the 
Italian Republic; 

2. A letter dated June 8, 1955, from the Commission to the President, 
recommending his approval of the proposed agreement; 

3. A letter dated June 9, 1955, from the President to the Commission, 
approving the proposed agreement, authorizing its execution, and containing 
his determination that it will promote and will not constitute an unreasonable 
risk to the common defense and security. 

This agreement, when executed, would make possible cooperation between 
the United States and Italy on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors 
in medical therapy; and the use of radioactivity isotopes in biology, medicine, 
agriculture and industry. Italy, if it desired to do so, would be able to engage 
United States companies to construct research reactors, and private industries 
in the United States will be permitted, within the limits of the agreement, to 
render other assistance to Italy. No restricted data would be communicated 
under this agreement. The Atomic Energy Commission, however, would lease 
to Italy up to 6 kilograms of contained U-235 in uranium enriched up to a maxi- 
mum of 20 percent U-235, plus such additional quantity as, in the opinion of the 
Commission, is necessary to permit the efficient and continuous operation of the 
reactor or reactors while replaced fuel elements are radioactively cooling in 
Italy or while fuel elements are in transit. The amount of special nuclear material 
which would be made available to Italy under this agreement would not be 
important from the military point of view and the limitation expressed will 
restrict Italy in determining the choice of reactor to be constructed to a research 
reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Italy to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Italy. 

Sincerely yours, 

Lewis L. Strauss, Chairman. 





AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF THE ITALIAN 
REPUBLIC 





Wuereas the peaceful uses of atomic energy hold great promise for all mankind; 
and 

WnHEREAS the Government of the United States of America and the Government 
of the Italian Republic desire to cooperate with each other in the development of 
such peaceful uses of atomic energy ; and 
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tion such reactor materials, other than specia! nuclear materials, as are not obtain- 
able on the commercial market and which are required in the construction and 
operation of research reactors in Italy. The sale or lease of these materials shall 
be on such terms as may be agreed. 


ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Italy may deal directly with 
private individuals and private organizations in the other country. Accordingly, 
with respect to the subjects of agreed exchange of information as provided in 
Article I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, to, 
and perform services for the Government of the Italian Republic and such 
persons under its jurisdiction as are authorized by the Government of the Italian 
Republic to receive and possess such materials and utilize such services, subject to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of the Italian Republic. 


ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no mate- 
rials or equipment and devices shall be transferred and no services shall be fur- 
nished under this Agreement to the Government of the Italian Republic or author- 
ized persons under its jurisdiction if the transfer of any such materials or equip- 
ment and devices or the furnishing of any such services involves the communication 
of Restricted Data. 

ARTICLE VI 


A. The Government of the Italian Republic agrees to maintain such safeguards 
as are necessary to assure that the uranium enriched in the isotope U-235 leased 
from the Commission shall be used solely for the purpose agreed in accordance 
with this Agreement and to assure the safekeeping of this material 

B. The Government of the Italian Republic agrees to maintain such safeguards 
as are necessary to assure that all other reactor materials, including equipment and 
devices, purchased in the United States of America under this Agreement by the 
Government of the Italian Republic or authorized persons under its jurisdiction, 
shali be used solely for the design, construction, and operation of research reactors 
which the Government of the Italian Republic decides to construct and operate 
and for research in connection therewith, except as may otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Italian Republic agrees to maintain records relating to power 
levels of operation and burn-up of reactor fuels and to make annual reports to the 
Commission on these subjects. If the Commission requests, the Government of 
the Italian Republic will permit Commission representatives to observe from time 
to time the eondition and use of any leased material and to observe the performance 
of the reactor in which the material is used. 


ARTICLE VII—GUARANTIES PRESCRIBED RY THE U. 8. ATOMIC ENERGY ACT OF 1954 


The Government of the Italian Republie guarantees that: 

A. Safeguards provided in Article VI shal! be maintained. 

B. No material, including equipment and devices, transferred to the Govern- 
ment of the [talian Republic or authorized persons under its jurisdiction, 
pursuant to this Agreement, by lease, sale, or otherwise will be used for atomic 
weapons or for research on or development of atomic weapons or for any other 
military purposes, and that no such material, including equipment and de- 
vices, will be transferred to unauthorized persons or beyond the jurisdiction 
of the Government of the Italian Republic except as the Commission may 
agree to such transfer to another nation and then only if in the opinion of the 
Commission such transfer falls within the scope of an agreement for coopera- 
tion between the United States and the other nation. 
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ARTICLE VIII 


This Agreement shall enter into force on and remain in force until 
, inclusively, and shall be subject to renewal as may be mutually 
agreed. 

At the expiration of this Agreement or an extension thereof the Government of 
the Italian Republic shall deliver to the United States all fuel elements containing 
reactor fuels leased by the Commission and any other fuel material leased by the 
Commission. Such fuel elements and such fuel materials shall be delivered to 
the Commission at a site in the United States designated by the Commission at 
the expense of the Government of the Italian Republic, and such delivery shall 
be made under appropriate safeguards against radiation hazards while in transit. 


ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasibility 
of an additional agreement for cooperation with respect to the production of power 
from atomic energy in Italy. 


ARTICLE X 


For the purposes of this Agreement: 

A. "Commission" means the United States Atomic Energy Commission 
or its duly authorized representatives. 

B. “Equipment and devices" means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. "Research reactor" means a reactor which is designed for the production 
of neutrons and other radiations for general research and development 
purposes, medical therapy, or training in nuclear science and engineering. 

he term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 

D. The terms ‘Restricted Data’’, “atomic weapon”, and “special nuclear 
material" are used in this Agreement as defined in the United States Atomie 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 
DONE AT in duplicate this y , 1955. 
For the Government of the United States of America: 
LıvıxGstToN T. MERCHANT, 
BE. T. NE June 7, 1955 
Assistant Secretary of State for European Affairs. 
Lewis L. STRAUSS, 
L. S. 6/7/55 
Chairman, U. S. Atomic Energy Commission. 


For the Government of the Italian Republic: 


Manuto Brosto, 
M. Turo. Wash. June 7, 1955 
Ambassador of Italy. 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., June 8, 1955. 
The PRESIDENT, 
The White House. 


DEaR Mn. PnREsipENT: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled *Agreement for Cooperation Concerning 
Civil Uses of Atomie Energy between the Government of the Italian Republic and 
the Government of the United States of America,” and authorize its execution 
after the proposed agreement has been placed before the Joint Committee on 
Atomic Energy in accordance with section 123¢ of the Atomic Energy Act of 1954. 
This agreement has been negotiated by the Atomie Energy Commission and the 
Department of State pursuant to the Atomic Energy Act of 1954 and is, in the 
Opinion of the Commission, an important and desirable step in advancing the 
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development of the peaceful uses of atomic energy in Italy, in accordance with the 
policy which you have established. The Government of the Italian Republic has 
signified its agreement to the guaranties prescribed by the Atomic Energy Act and 
which are recorded in the proposed agreement. 2 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety 

roblems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Italy, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Italy. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to Italy up to 6 kilograms of contained 

-235 in uranium enriched up to a maximum of 20 percent U-235. 

‘The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Italy will lead 
to further discussions and agreements relating to the peaceful uses of atomic 
energy in Italy. 

Respectfully yours, 
Lewis L. Strauss, Chairman. 


Tue Warre Hovse, 
Washington, June 9, 1955. 
The Honorable L. L. STRAUSS, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear Mr. Srravuss: Under date of June 8, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Republic of Italy and the Government of 
the United States for cooperation concerning the peaceful uses of atomic energy. 
The agreement recites that the Government of the Republic of Italy desires to 
pursue a research and development program looking toward the realization of the 
peaceful and humanitarian uses of atomic energy and desires to obtain assistance 
from the Government of the United States and United States industry with 
respect to this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Republic of Italy special nuclear material for use 
as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 and 
upon the recommendation of the Atomic Energy Commission, I hereby— 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Republic of 
Italy concerning the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will pro- 
mote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomic 
Energy Commission and the Department of State after the proposed agree- 
ment has been submitted to the Joint Committee on Atomie Energy of the 
United States Congress and a period of 30 days has elapsed while Congress 
is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Italy, and that it will 
lead to further discussions and agreements relating to other peaceful uses of atomic 
energy in Italy. 

Sincerely, 

Dwicat D. E1seENnnower. 
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APPENDIX IX 


UNITED STATES ATOMIC ENERGY COMMISSION, 


Washington, D. C., June 27, 1955. 
Hon. CriNTON P. ANDERSON, 


Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Senator ANDERSON: Pursuant to section 123¢ of the Atomic Energy 
Act of 1954, there is submitted with this letter: ; 

1. A proposed agreement for cooperation with the Government of Japan; 

2. A letter dated June 22, 1955, from the Commission to the President, 
recommending his approval of the proposed agreement; 

3. A letter dated June 25, 1955, from the President to the Commission, 
approving the proposed agreement, authorizing its execution, and containing 
his determination that it will promote and will not constitute an unreasonable 
risk to the common defense and security. 

This agreement, when executed, would make possible cooperation between the 
United States and Japan on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors 
in medical therapy; and the use of radioactive isotopes in biology, medicine, 
agriculture, and industry. Japan, if it desired to do so, would be able to engage 
United States companies to construct research reactors, and private industries 
in the United States will be permitted, within the limits of the agreement, to 
render other assistance to Japan. No restricted data would be communicated 
under this agreement. The Atomic Energy Commission, however, would lease 
to Japan up to 6 kilograms of contained U-235 in uranium enriched up to a 
maximum of 20 percent U—-235, plus such additional quantity es, in the opinion 
of the Commission, is necessary to permit the efficient and continuous operation 
of the reactor or reactors while replaced fuel elements are radioactively cooling 
in Japen or while fuel elements are in transit. The amount of special nuclear 
material which would be made available to Japan under this agreement would 
not be important from the military point of view and the limitation expressed 
will restrict Japan in determining the choice of reactor to be constructed to 
a research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Japan to safeguard the special nuclear material to be leased bv the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Japan. 

Sincerely yours, 

Lewis L. Strauss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERN MENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF JAPAN 


T the peaceful uses of atomic energy hold great promise for all mankind; 
anc 

WuereEas the Government of the United States of America and the Govern- 
ment of Japan desire to cooperate with each other in the development of such 
peaceful uses of atomic energy; and 

Wuerpeas there is well advanced the design and development of several types 
of research reactors (as defined in Article I of this Agreement); and 

Wuereas research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other researcli activities and 
at the same time are a means of affording valuable training and experience in nu- 
clear science and engineering useful in the development of other peaceful uses of 
atomic energy including civilian nuclear power; and 

Wuereas the Government of Japan desires to pursue a research and develop- 
ment program looking toward the realization of the peaceful and humanitarian 
uses of atomic energy and desires to obtain assistance from the Government of 
the United States of America with respect to this program; and 
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Waereas the Government of the United States of America, represented by 
the United States Atomie Energy Commission, desires to assist the Government 
of Japan in such a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE 1 


For purposes of this Agreement: 
A. “The United States Atomic Energy Commission” means the United 
States Atomic Energy Commission or its duly authorized representatives. 
B. "Equipment and devices" means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 
C. “Research reactor” means a reactor which ıs designed for the produc- 
tion of neutrons and other radiations for general research and development 
urposes, medical therapy, or training in nuclear science and engineering. 
he term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 
D. The terms “Restricted Data”, “Atomic weapon”, and “special nuclear 
material" are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 
ARTICLE ll 


Subject to the limitations of Article VI, the parties hereto will exchange infor- 
mation in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE III 


A. The Government of the United States of America, represented by the 
United States Atomic Energy Commission, will lease to the Government of 
Japan uranium enriched in the isotope U-235, subject to the terms and conditions 
provided herein. as may be required as initial and replacement fuel in the operation 
of research reactors which the Government of Japan in consultation with the 
Government of the United States of America, represented by the United States 
Atomic Energy Commission decides to construct and as required in experiments 
relating to the peaceful uses of atomic energy. Also. the Government of the 
United States of America, represented by the United States Atomic Energy 
Commission, will lease to the Government of Japan uranium enriched in the 
isotope U-235, subject to the terms and conditions provided herein, as may be 
required as initial and replacement fuel in the operation of such research reactors 
as the Government of Japan may, in consultation with the Government of the 
United States of America, represented by the United States Atomic Energy 
Commission, decide to authorize private individuals or private organizations 
under its jurisdiction to construct and operate, provided the Government of 
Japan shall at ali times maintain sufficient control of the material and the operation 
of the reactor to enable the Government of Japan to comply with the provisions 
of this Agreement and the applicable provisions of the lease arrangement 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Government of the United States of America, represented by the United States 
Atomic Energy Commission, and in the custody of the Government of Japan 
shall not at any time be in excess of six (6) kilograms of contained U-235 in 
uranium enriched up to a maximum of twenty percent (20%) U-235, plus such 
additional quantity as, in the opinion of the Government of the United States of 
America, represented by the United States Atomic Energy Commission, is 
necessary to permit the efficient and continuous operation of the reactor or 
reactors while replaced fuel elements are radioactively cooling in Japan or while 
fuel elements are in transit, it being the intent of the Government of the United 
States of America, represented by the United States Atomic Energy Commission, 
to make possible the maximum useful ess of the six (6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Government of 
the United States of America, represented by the United States Atomic Energy 
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Commission, require replacement, they shall be returned to the Government of 
the United States of America, represented by the United States Atomie Energy 
Commission, and, except as may be agreed, the form and content of the irradiated 
fuel elements shall not be altered after their removal from the reactor and prior 
to delivery to the Government of the United States of America, represented by 
the United States Atomie Energy Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment and 
delivery as may be mutually agreed and under the conditions stated in Articles 
VII and VIII. 


ARTICLE IV 


Subject to the availability of supply and as may be mutually agreed, the 
Government of the United States of America, represented by the United States 
Atomic Energy Commission, will sell or lease through such means as it deems 
appropriate, to the Government of Japan or persons under its jurisdiction who 
may be authorized by the Government of Japan, such reactor materials, other 
than special nuclear materials, as are not obtainable on the commercial market 
and which are required in the construction and operation of research reactors in 
Japan. The sale or lease of these materials shall be on such terms as may be 
agreed. 

ARTICLE V 


With respect to the subjects of agreed exchange of information as provided in 
Article ITI, it is understood that the Government of the United States will permit 
persons under its jurisdiction to transfer and export materials, including equip- 
ment and devices, to, and perform services for, the Government of Japan and 
such persons under its jurisdietion who may be authorized by the Government 
of Japan to receive and possess such materials and utilize such services, subject to: 

A. Limitations in Article VI 
B. Applicable laws, rezulations and license requirements of the Govern- 
ment of the United States of America and the Government of Japan. 


ARTICLE VI 


Restricted Data shall not be communicated under this Agreement and no 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of Japan or persons under its 
jurisdiction who may be authorized by the Government of Japan if the transfer 
of any such materials or equipment and devices or the furnishing of any such 
services involves the communication of Restricted Data. 


ARTICLE VII 


A. The Government of Japan agrees to maintain such safeguards as are neces- 
sary to assure that the uranium enriched in the isotope U-235 leased from the 
Government of the United States of America, represented by the United States 
Atomic Energy Commission, shall be used solely for the purposes agreed in ac- 
cordance with this Agreement and to assure the safekeeping of this material. 

B. The Government of Japan agrees to maintain such safeguards as are neces- 
sary to assure that all other reactor materials, including equipment and devices, 
leased or purchased in the United States of America under this Agreement by the 
Government of Japan or persons under its jurisdiction Who may be authorized by 
the Government of Japan, shall be used solely for the design, construction, and 
operation of research reactors which the Government of Japan decides to construct 
and operate and for research in connection therewith, except as may otherwise 
be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of Japan agrees to maintain records relating to power levels of oper- 
ation and burn-up of reactor fuels and to make annual reports to the Government 
of the United States of America, represented by the United States Atomic Energy 
Commission, on these subjects. If the Government of the United States of 
America, represented by the United States Atomie Energy Commission, requests, 
the Government of Japan will permit United States Atomie Energy Commission 
representatives to observe from time to time the condition and use of any leased 
e and to observe the performance of the reactor in which the material is 
used. 


74003°—57 S. Rept., 84-1, vol. 3—58 
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ARTICLE VIII 


The Government of Japan guarantees that: 

A. Safeguards provided in Article VII shall be maintained. 

B. No material, including equipment and devices, transferred to the 
Government of Japan or persons under its jurisdiction who may be authorized 
by the Government of Japan, pursuant to this Agreement, by lease, sale, or 
otherwise will be used for atomic weapons or for research on or development of 
atomic weapons or for any other military purposes, and that no such material, 
including equipment and devices, will be transferred to unauthorized persons 
or beyond the jurisdiction of the Government of Japan except as the Gov- 
ernment of the United States of America, represented by the United States 
Atomic Energy Commission, may agree to such transfer to another nation 
and then only if in the opinion of the Government of the United States of 
America, represented by the United States Atomic Energy Commission, such 
transfer falls within the scope of an agreement for cooperation between the 
United States and the other nation. 


ARTICLE IX 


This Agreement shall enter into force on the date of an exchange of notes 
between the Government of the United States of America and the Government of 
Japan establishing that all constitutional or statutory procedures necessary to 
give legal effect to this Agreement in each country have been completed The 
Agreement shall remain in force for a period of five years from the date it enters 
into force, and shall be subject to renewal as may be agreed between the two 
Governments. 

At the expiration of this Agreement or any extension thereof the Government 
of Japan shall de:iver to the United States all fuel elements containing reactor 
fuels leased by the Government of the United States of America, represented by 
the United States Atomie Energy Commission, and any other fuel material leased 
by the Government of the United States of America, represented by the United 
States Atomie Energy Commission. Such fuel elements and such fuel materials 
shall be delivered to thé Government of the United States of America, represented 
by the United States Atomie Energy Commission, at a site in the United States 
designated by the Government of the United States of America, represented by 
the United States Atomic Energy Commission, at the expense of the Government 
of Japan, and such delivery shall be made under appropriate safeguards against 
radiation hazards while in transit. 

IN WITNESS WHEREOF, the representatives of the two Governments authorized 
for the purpose, have signed this Agreement. 


Done at Washington, in duplicate in the English and Japanese languages, 
this ...... day of 


For the Government of the United States of America: 
WALTER S. ROBERTSON, 
W.S. R. June 21, 1955 
Asst. Secr tary for Far Eastern Affairs. 
Lewis L. STRAUSS, 
ks L B. June 21, 1955 


Chairman, U. S. Atomic Energy Commission. 
For the Government of Japan: 


Sapao [cUcHt, 
S. I. June 21, 1955 
Ambassador. 


JuNE 22, 1955. 
The PRESIDENT, 
The White House. 


Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled “Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy Between the Government of Japan and the Govern- 
ment of the United States of America," and authorize its execution after the pro- 
posed agreement has been placed before the Joint Committee on Atomic Energy 
in accordance with section 123c of the Atomic Energy Act of 1954. This agree- 
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ment has been negotiated by the Atomic Energy Commission and the Department 
of State pursuant to the Atomic Energy Act of 1954 and is, in the opinion of the 
Commission, an important and desirable step in advancing the development of the 
peaceful uses of atomic energy in Japan, in accordance with the policy which you 
have established. The Government of Japan has signified its agreement to the 
guaranties prescribed by the Atomic: Energy Act and which are recorded in the 
proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Japan, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Japan. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to Japan up to 6 kilograms of contained 
U-235 in uranium enriched up to a maximum of 20 percent U-235. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Japan will lead 
to further discussions and agreements relating to the peaceful uses of atomic energy 
in Japan. 

Respectfully, 
Lewis L. Srrauss, Chairman. 


Tne Warre HoUsE, 
Washington, June 25, 1955. 


The Honorable L. L. STRAUSS, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear Mr. Strauss: Under date of June 22, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of Japan and the Government of the United States 
for cooperation concerning the peaceful uses of atomic energy. The agree- 
ment recites that the Government of Japan desires to pursue a research and 
development program looking toward the realization of the peaceful and humani- 
tarian uses of atomic energy and desires to obtain assistance from the Government 
of the United States and United States industry with respect to this program 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Conrmission would lease to the Government of Japan special nuclear material for 
use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 and 
upon the recommendation of the Atomie Energy Commission, I hereby— 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of Japan concerning 
civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will pro- 
mote and will not constitute an unreasonable risk to the common defense and 
security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomie 
Energy Commission and the Department of State after the proposed agree- 
ment has been submitted to the Joint Committee on Atomie Energy of the 
United States Congress and a period of 30 days has elapsed while Congress is 
in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Japan, and that it will 
lead to further discussions and agree nents relating to other peaceful uses of atomic 
energy in Japan. 

Sincerely, 

DwianT D. EisENHOWER. 
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APPENDIX X 


UNirED SrTATES ÁTOMIC ENERGY COMMISSION, 
Washington 25, D. C., July ?, 1955. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

DEAR SENATOR ANDERSON: Pursuant to section 123e of the Atomie Energy 
Act of 1954, there are submitted with this letter certified copies of the following: 

1. A proposed agreement for cooperation with the Government of the 
Republic of Korea. 

2. A letter from the Commission to the President. recommending his 
approval of the proposed agreement. 

3. A letter from the President to the Commission, approving the proposed 
agreement, authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security. 

This agreement, when executed, would make possible cooperation between the 
United States and Korea on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors 
in medical therapy; and the use of radioactive isotopes in biology, medicine, 
agriculture and industry, Korea, if it desired to do so, would be able to engage 
United States companies to construct research reactors, and private industries 
in the United States will be permitted, within the limits of the agreement, to 
render other assistance to Korea. No restricted data would be communicated 
under this agreement. The Atomic Energy Commission, however, would lease 
to Korea up to 6 kilograms of contained U-235 in uranium enriched up to a 
maximum of 20 percent U-235, plus such additional quantity as, in the opinion 
of the Commission, is necessary to permit the efficient and continuous operation 
of the reactor or reactors while replaced fuel elements are radioactively cooling 
in Korea or while fuel elements are in transit. The amount of special nuclear 
material which would be made available to Korea under this agreement would 
not be important from the military point of view and the limitation expressed 
will restrict Korea in determining the choice of reactor to be constructed to a 
research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Korea to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Korea. 

Sincerely yours, 

Lewis L. Strauss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERN MENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERN MENT OF THE REPUBLIC 
OF KOREA 


WHEREAS the peaceful uses of atomic energy hold great promise for all mankind; 
and 

WHEREAS the Government of the United States of America and the Government 
of ‘the Republic of Korea desire to cooperate with each other in the development 
of such peaceful uses of atomic energy ; and 

WnuEREAs there is we!l advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement) ; and 

WnuEREAS research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience in 
nuclear science and engineering useful in the Cevelopment of other peaceful uses 
of atomic energy including civilian nuclear power; and 

WnutEnEAS the Government of the Republic of Korea desires to pursue a research 
and development program looking toward the realization of the peaceful and 
humanitarian uses of atomic energy and desires to obtain assistance from the 
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Government of the United States of America and United States industry with 
respect to this program; and 

Wrereas the Government of the United States of America, represented by 
the United States Atomic Energy Commission (hereinafter referred to es the 
"Commission"), desires to assist the Government of the Republic of Korea in 
such a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange informa- 
tion in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE II 


A. The Commission will lease to the Government of the Republie of Korea 
uranium enriched in the isotope U-235, subject to the terms and conditions pro- 
vided herein, as may be required as initial and replacement fuel in the operation 
of research. reactors which the Government of the Republie of Korea, in consulta- 
tion with the Commission, decides to construct and as required in agreed experi- 
ments related thereto. Also, the Commission will lease to the Government of the 
Republic of Korea uranium enriched in the isotope U-235, subject to the terms 
and conditions provided herein, as may be required as initial and replacement 
fuel in the operation of such research reactors as the Government of the Republie 
of Korea may, in consultation with the Commission, decide to authorize private 
individuals or private organizations under its jurisdiction to construct and operate, 
provided the Government of the Republic of Korea shall at all times maintain 
sufficient control of the material and the operation of the reactor to enable the 
Government of the Republie of Korea to comply with the provisions of this Agree- 
ment and the applicable provisions of the lease arrangement 

B. The quantity of uranium enriched in the isotope U-235 transferred bv the 
Commission and in the custody of the Government of the Republic of Korea 
shall not at any time be in excess of six (6) kilograms of contained U-235 in 
uranium enriched up to a maximum of twenty percent (20%) U-235, plus such 
additional quantity as, in the opinion of the Commission, is necessary to permit 
the efficient and continuous operation of the reactor or reactors while replaced 
fuel elements are radioactively cooling in Korea or while fuel elements are in 
transit, it being the intent of the Commission to make possible the maximum 
usefulness of the six (6) kilograms of said material 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment and 
delivery as may be mutually agreed and under the conditions stated in Articles 
VI and VII. 


ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the Com- 
mission will sell or lease through such means as it deems appropriate, to the Gov- 
ernment of the Republie of Korea or authorized persons under its jurisdiction 
such reactor materials, other than special nuclear materials, as are not obtainable 
on the eommercial market and which are required in the construction and opera- 
tion of research reactors in Korea, The sale or lease of these materials shall be 
on such terms as may be agreed. 


ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Korea may deal directly with 
private individuals and private organizations in the other country. Accordingly, 
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with respect to the subjects of agreed exchange of information as provided in 
Article I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, 
to, and perform services for, the Government of the Republic of Korea and such 
—— under its jurisdiction as are authorized by the Government of the Repub- 
ic of Korea to receive and possess such materials and utilize such services, subject 
to: 
A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Govern- 
mert of the United States, and the Government of the Republic of Korea. 


ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no ma- 
terials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of the Republic of Korea or 
authorized persons under its jurisdiction if the transfer of any such materials or 
equipment and devices or the furnishing of any such services involves the com- 
munication of Restricted Data. 

ARTICLE VI 


A. The Government of the Republic of Korea agrees to maintain such safe- 
guards as are necessary to assure that the uranium enriched in the isotope U~235 
leased from the Commission shall be used solely for the purposes agreed in accord- 
ance With this Agreement and to assure the safekeeping of this material. 

B. The Government of the Republic of Korea agrees to maintain such safe- 
guards as are necessary to assure that all other reactor materials, including equip- 
ment and devices, purchased in the United States of America under this Agree- 
ment by the Government of the Republic of Korea or authorized persons under 
its jurisdiction, shall be used solely for the design, construction, and operation of 
research reactors which the Government of the Republic of Korea decides to 
construct and operate and for research in connection therewith, except as may 
otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Republic of Korea agrees to maintain records relating to 
power levels of operation :.nd burn-up of reactor fuels and to make annual reports 
to the Commission on these subjects. If the Commission requests, the Govern- 
ment of the Republie of Korea will permit Commission representatives to observe 
from time to time the condition and use of any leased material and to observe the 
performance of the reactor in which the material is used. 


ARTICLE VII—GUARANTIES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 19054 


The Government of the Republic of Korea guarantees that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the Gov- 
ernment of the Republic of Korea or authorized persons under its jurisdic- 
tion, pursuant to this Agreement, by lesse, sale, or otherwise will be used for 
atomic weapons or for research on or development of atomie weapons or for 
any other military purposes, and that no such material, including equipment 
and devices, will be transferred to unauthorized persons or beyond the juris- 
diction of the Government of the Republic of Korea except as the Commission 
may agree to such transfer to another nation and then only if in the opinion 
of the Commission such transfer falls within the scope of an agreement for 
cooperation between the United States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into force on . and remain in force until 
, inclusively, and shall be subject to renewal as may be mutually 


At the expiration of this Agreement or any extension thereof the Government 
of the Republic of Korea shall deliver to the United States all fuel elements con- 
taining reactor fuels leased by the Commission and any other fuel material leased 
by the Commission. Such fuel elements and such fuel materials shall be de- 
livered to the Commission at a site in the United States designated by the Com- 
mission at the expense of the Government of the Republic of Korea and such 


delivery shall be made under appropriate safeguards against radiation hazards 
while in transit. 
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ARTICLE IX 






It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasibility 
of an additional agreement for cooperation with respect to the production of power 
from atomic energy in Korea. 







ARTICLE X 









For the purposes of this Agreement: 
A. “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives. 
B. “Equipment and devices" means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 
C. “Research reactor” means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 
urposes, medical therapy, or training in nuclear science and engineering. 
"he term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials, 
D. The terms “Restricted Data”, “atomic weapon”, and "special nuclear 
materisl" are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 












Done at Washington in duplicate this __._-- CRO Le vezes , 1955. 






For the Government of the United States of America: 


WALTER 5. ROBERTSON, 
W.S. R. 7/1/55 
Assistant Secretary for Far Eastern Affairs. 
Lewis L. STRAUSS, 
L. 8. 7/1/55 
Chairman, U. S. Atomic Energy Commission. 









For the Government of the Republic of Korea: 
You Cuan YANG, 
Y. U. X. 7/1/55 
Ambassador of Korea. 










Jury 5, 1955. 






; The PRESIDENT, 

: The White House. 

E Deak Mr. Presipent: The Atomic Energy Commission recommends that you 
E approve the enclosed agreement entitled “Agreement for Cooperation Concerning 






Civil Uses of Atomic Energy Between the Government of the Republic of Korea 
and the Government of the United States of America,” and authorize its execu- 
tion after the proposed agreement has been placed before the Joint Committee 
on Atomic Energy in accordance with section 123e of the Atomie Energy Act 
of 1954. This agreement has been negotiated by the Atomic Energy Commission 
and the Department of State pursuant to the Atomie Energy Act of 1954 and is, 
E in the opinion of the Commission, an important and desirable step in advancing 
the development of the peaceful uses of atomic energy in Korea, in accordance 
with the policy which you have established. The Government of the Republic 
of Korea has signified its agreement to the guaranties prescribed by the Atomic 
b Energy Act and which are recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture and industry. Under the agreement 
Korea, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Korea. No 
restricted data would be communicatea under this agreement. The Atomic 
Energy Commission, however, would lease to Korea up to 6 kilograms of con- 
tained U-235 in uranium enriched up to a maximum of 20 percent U-235. 
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The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Korea will lead 
to further discussions and agreements relating to the peaceful uses of atomic 
energy in Korea. 

Respectfully, 
Lewis L. Strauss, Chairman. 


THe Waite HovsE, 


: Washington, July 7, 1986. 
The Honorable L. L. Strauss, 


Chairman, Atomic Energy Commission, 
Washington, D. C. 


Dear Mr. Srravuss: Under date of July 5, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Republic of Korea and the Government of 
the United States for cooperation concerning the peaceful uses of atomic energy. 
The agreement recites that the Government of the Republie of Korea desires to 
pursue a research and development program looking toward the realization of 
the peaceful and humanitarian uses of atomic energy and desires to obtain assist- 
ance from the Government of the United States and United States industry with 
respect to this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors 8s research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, avriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomie Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Republic of Korea special nuclear material for 
use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 
and upon the recommendation of the Atomic Energy Commission, I hereby 

(1) Approve the within proposed agreement for cooperation between the 


Korea concerning the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will pro- 
mote and will not constitute an unreasonable risk to the c 
and security of the United States, and 

3) Authorize the execution of ne 'oposed agreement for the Govern- 
ment of the United States by appropriate authorities of the United States 
Atomic Energy Commission and the Department of State after the proposed 
agreement has been submitted to the Joint Committ 
of the United States Congress and a period of 30 d: 
Congress is in session. 


(mmon defense 


ee on Atomic Energy 
iys has elapsed while 


It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomie energy between the United States and Korea, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Korea 

Sincerely, 
DwicuT D. EisENHOWER. 


APPENDIX XI 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., June 10, 1955. 
Hon. CriNTON P. ANDERSON, 
Chairman, Joint Committee on. Atomic Energy, 
Congress of United States. 
Dear Senator ANDERSON: Pursuant to section 123¢ of the Atomic Energy 
Act of 1954, there is submitted with this letter: 
1. A proposed agreement for cooperation with the Government of the 
Republic of Lebanon; 
2. A letter dated June 2, 1955, from the Commission to the President, 
recommending his approval of the proposed agreement; 
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3. A letter dated June 2, 1955, from the President to the Commission, 
approving the proposed agreement, authorizing its execution, and containing 
his determination that it will promote and will not constitute an unreasonable 
risk to the common defense and security. 


This agreement, when executed, would make possible cooperation between the 
United States and Lebanon on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors 
in medical therapy; and the use of radioactive isotopes in biology, medicine, 
agriculture, and industry. Lebanon, if it desired to do so, would be able to 
engage United States companies to construct research reactors, and private indus- 
tries in the United States will be permitted, within the limits of the agreement, 
to render other assistance to Lebanon. No restricted data would be communi- 
cated under this agreement. The Atomic Energy Commission, however, would 
lease to Lebanon up to 6 kilograms of contained U-235 in uranium enriched up 
to a maximum of 20 percent U-235, plus such additional quantity as, in the 
opinion of the Commission, is necessary to permit the efficient and continuous 
operation of the reactor or reactors while replaced fuel elements are radioactively 
cooling in Lebanon or while fuel elements are in transit. The amount of special 
nuclear material which would be made available to Lebanon under this agreement 
would not be important from the military point of view and the limitation 
expressed will restrict Lebanon in determining the choice of reactor to be con- 
structed to a research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Lebanon to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Lebanon. 

Sincerely yours, 
Lewis L, Srrauss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF THE REPUBLIC 
OF LEBANON 


Wuereas the peaceful uses of atomic energy hold great promise for all mankind; 
and 

Wuereas the Government of the United States of America and the Govern- 
ment of the Republic of Lebanon desire to cooperate with each other in the 
development of such peaceful uses of atomic energy; and 

Whereas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

Wuereas research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience 
in nuclear science and engineering useful in the development of other peaceful 
uses of atomic energy ineluding civilian nuclear power; and 

Wuereas the Government of the Republic of Lebanon desires to pursue a 
research and development program looking toward the realization of the peaceful 
and humanitarian uses of atomic energy and desires to obtain assistance from the 
Government of the United States of America and United States industry with 
respect to this program; and 

Wrereas the Government of the United States of America, represented by 
the United States Atomic Energy Commission (hereinafter referred to as the 
*Commission"), desires to assist the Government of the Republic of Lebanon in 
such a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange 
information in the following fields: 
A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 
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B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medica: therapy, agriculture, and indastry. 


ARTICLE HI 


A. The Commission will lease to the Government of the Republic of Lebanon 
uranium enriched in the isotope U-235, subject to the terms and conditions pro- 
vided herein, as may be required as initial and replacement fuel in the operation 
of research reactors which the Government of the Republic of Lebanon, in con- 
sultation with the Commission, decides to construct and as required in agreed 
experiments related thereto. Also, the Commission will lease to the Government 
of the Republic of Lebanon uranium enriched in the isotope U-235, subject to the 
terms and conditions provided herein, as may be required as initial and replace- 
ment fuel in the operation of such research reactors as the Government of the 
Republic of Lebanon may, in consultation with the Commission, decide to author- 
ize private individuals or private organizations under its jurisdiction to construct 
and operate, provided the Government of the Republic of Lebanon shall at all 
times maintain sufficient control of the material and the operation of the reactor 
to enable the Government of the Republic of Lebanon to comply with the provi- 
sions of this Agreement and the applicable provisions of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Republic of Lebanon 
shall not at any time be in excess of six (6) kilograms of contained U-235 in 
uranium enriched up to a maximum of twenty percent (2095) U-235, plus such 
additional quantity as, in the opinion of the Commission, is necessary to permit 
the efficient and continuous operation of the reactor or reactors while replaced fuel 
elements are radioactively cooling in Lebanon or while fuel elements are in 
transit, it being the intent of the Commission to make possible the maximum use- 
fulness of the six (6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shali 
be at such charges and on such terms and conditions with respect to shipment 
and delivery as may be mutually agreed and under the conditions stated in 
Articles VI and VII. 


ARTICLE Ill 


Subject to the availability of supply and as may be mutually agreed, the Com- 
mission will sell or lease through such means as it deems appropriate, to the 
Government of the Republic of Lebanon or authorized persons under its juris- 
diction such reactor materials, other than special nuclear materials, as are not 
obtainable on the commercial market and which are required in the construction 
and operation of research reactors in Lebanon. "The sale or lease of these materials 
shall be on such terms as may be agreed. 


ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Lebanon may deal directly 
with private individuals and private organizations in the other country. Accord- 
ingly, with respect to the subjects of agreed exchange of information as provided 
in Article I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, to, 
and perform services for, the Government of the Republic of Lebanon and such 
persons under its jurisdiction as are authorized by the Government of the Republic 
of Lebanon to receive and possess such materials and utilize such services, subject 
to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Government 
of the United States, and the Government of the Republic of Lebanon. 
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ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no ma- 
terials or equipment and devices shall be transferred and no services shall be fur- 
nished under this Agreement to the Government of the Republic of Lebanon or 
authorized persons under its jurisdiction if the transfer of any such materials or 
equipment and devices or the furnishing of any such services involves the commu- 
nication of Restricted Data. 

ARTICLE VI 


A. The Government of the Republic of Lebanon agrees to maintain such safe- 
guards as are necessary to assure that the uranium enriched in the isotope U-235 
leased from the Commission shall be used solely for the purpose agreed in accord- 
ance with this Agreement and to assure the safekeeping of this material. 

B. The Government of the Republie of Lebanon agrees to maintain such safe- 
guards as are necessary to assure that all other reactor materials, including equip- 
ment and devices, purchased in the United States of America under this Agree- 
ment by the Government of the Republic of Lebanon or authorized persons under 
its jurisdiction, shall be used solely for the design, construction, and operation of 
research reactors which the Government of the Republic of Lebanon decides to 
construct and operate and for research in connection therewith, except as may 
otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Republic of Lebanon agrees to maintain records relating to 
power levels of operation and burn-up of reactor fuels and to make annual reports 
to the Commission on these subjects. If the Commission requests, the Govern- 
ment of the Republic of Lebanon will permit Commission representatives to ob- 
serve from time to time the condition and use of anv leased material and to observe 
the performance of the reactor in which the material is used. 


ARTICLE VII—GUARANTEES PRESCRIBED BY THE U. S8. ATOMIC ENERGY ACT OF 1954 


The Government of the Republic of Lebanon guarantees that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the Gov- 
ernment of the Republic of Lebanon or authorized persons under its jurisdic- 
tion, pursuant to this Agreement, by lease, sale, or otherwise will be used 
for atomic weapons or for research on or development of atomic weapons or 
for any other military purposes, and that no such material, including equip- 
ment and devices, will be transferred to unauthorized persons or beyond the 
jurisdiction of the Government of the Republie of Lebanon except as the 
Commission may agree to such transfer to another nation and then only if 
in the opinion of the Commission such transfer falis within the scope of an 
agreement for cooperation between the United States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into force on ---. &nd remain in force until 
.....-----, inclusively, and shall be subject to renewal as may be mutually 
agreed. 

At. the expiration of this Agreement or an extension thereof the Government of 
the Republic of Lebanon shall deliver to the United States all fuel elements con- 
taining reactor fuels leased by the Commission and any other fuel material leased 
by the Commission. Such fuel elements and such fuel materiais shall be delivered 
to the Commission at a site in the United States designated by the Commission 
at the expense of the Government of the Republic of Lebanon, and such delivery 
shall be made under appropriate safeguards against radiation hazards while in 
transit. 

ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasi- 
bility of an additional agreement for cooperation with respect to the production 
of power from atomic energy in Lebanon. 
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ARTICLE X 


For the purposes of this Agreement: 

A. "Commission" means the United States Atomie Energy Commission 
or its duly author?zed representatives. 

B. “Equipment and devices" means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. "Research reactor" means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 
purposes, medical therapy, or training in nuclear science and engineering. 
The term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 

D. The terms“ Restricted Data”; “atomic weapon”, and “speeiah nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 
DONE AT in duplicate this day of , 1955. 
For the Government of the United States of America: 
GEoRGE V. ALLEN, 
Assistant Secretary of State for Near Eastern, South Asian and African 
Affairs. 
Lewis L. STRAUSS, 
Chairman, U. S. Atomic Energy Commission. 


For the Government of the Republic of Lebanon: 


CHARLES MALIK, 
Ambassador of Lebanon. 


June 2, 1955. 
The PRESIDENT, 
The White House. 

Dear Mr. Presipvent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled ‘Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy between the Government of the Republic of Lebanon 
and the Government of the United States of America," and authorize its execution 
after the proposed agreement has been placed before the Joint Committee on 
Atomic Energy in accordance with section 123¢ of the Atomic Energy Act of 
1954 This agreement has been negotiated by the Atomic Energy Commission 
and the Department of State pursuant to the Atomic Energy Act of 1954 and is, 
in the opinion of the Commission, an important and desirable step in advancing 
the development of the peaceful uses of atomic energy in Lebanon, in accordance 
with the policy which vou have established. The Government of the Republic of 
Lebanon has signified its agreement to the guaranties prescribed by the Atomic 
Energy Act and which are recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Lebanon, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Lebanon. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however,. would lease to Lebanon up to 6 kilograms of 
contained U-235 in uranium enriched up to a maximum of 20 percent U-235. 

The agreement expresses the hope and expectation of the two Governments that 
this first stage of cooperation between the United States and Lebanon will lead to 
further discussions and agreements relating to the peaceful uses of atomic energy 
in Lebanon. 

Respectfully yours, 
Lewis L. Srravss, Chairman. 





we h m P n 


— AA 


Ke 


PROPOSED AGREEMENTS’ FOR COOPERATION 53 


Turk WnurirE Hovsg, 
Washington, June 2, 1955. 
The Honorable L. L. STRAUSS, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear MR. Srrauss: Under date of June 2, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Republic of Lebanon and the Government 
of the United States for cooperation concerning the peaceful uses of atomic 
energy. The agreement recites that the Government of the Republie of Lebanon 
desires to pursue a research and development program looking toward the realiza- 
tion of the peaceful and humanitarian uses of atomic energy and desires to obtain 
assistance from the Government of the United States and United States industry 
with respect to this program 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medica! therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Republic of Lebanon special nuclear material for 
use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 
and upon the recommendation of the Atomic Energy Commission, I hereby- 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Republic of 
Lebanon concerning the civil uses of atomic energy 

(2 Determine that the performanee of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Govern- 
ment of the United States by appropriate authorities of the United States 
Atomie Energy Commission and the Department of State after the proposed 
agreement has been submitted to the Joint Committee on Atomic Energy of 
of the United States Congress and a period of 30 days has elapsed while 
Congress is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Lebanon, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomie energy in Lebanon. 

Sincerely, 

Dwicut D. EISENHOWER. 


AprrENDIX XII 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., June 17, 1955. 
Hon. CriNTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States 

Dear SENATOR ANDERSON: Pursuant to section 123c of the Atomic Energy 
Act of 1954, there are submitted with this letter certified copies of the following: 

1. A proposed agreement for cooperation with the Government of the 
Kingdom of the Netherlands; 

2. A letter from the Commission to the President, recommending his 
approval of the proposed agreement; 

3. A letter from the President to the Commission, approving the proposed 
agreement, authorizing its execution, and containing his determinination 
that it will promote and will not constitute an unreasonable risk to the 
common defense and security. 

This agreement, when executed, would make possible cooperation between the 
United States and the Netherlands on the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors in medical therapy; and the use of radioactive isotopes in biology, medi- 
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cine, agriculture, and industry. The Netherlands, if it desired to do so, would be 
able to engage United States companies to construct research reactors, and private 
industries in the United States will be permitted, within the limits of the agree- 
ment, to render other assistance to the Netherlands. No restricted data would 
be communicated unuer this agreement. The Atomic Energy Commission, 
however, would lease to the Netherlands up to 6 kilograms of contained U-235 
in uranium enriched up to à maximum of 20 percent U-235, plus such additional 
quantity as, in the opinion of the Commission, is necessary to permit the efficient 
and continuous operation of the reactor or reactors while replaced fuel elements 
are radioactively cooling in the Netherlands or while fuel elements are in transit. 
The amount of special nuclear material which would be made available to the 
Netherlands under this azreement would not be important from the military 
point of view and the limitation expressed will restrict the Netherlands in deter- 
mining the choice of reactor to be constructed to & research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
the Netherlands to safeguard the special nuclear material to be leased by the 
Commission, and article VII contains the guaranties prescribed by section 123 
of the Atomic Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in the Netherlands. 

Sincerely yours, 
Lewis L. Srravss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE UNITED 
STATES AND THE GOVERNMENT OF THE NETHERLANDS 


Wauereas the Government of the United States and the Government of the 
Netherlands, mindful of the fact that atomic energy is capable of application for 
peaceful purposes which hold great promise for all mankind, desire to cooperate 
with each other in developing and furthering the beneficial uses of atomic energy ; 

Wuereas there is well advanced the design and development of several types 
of research reactors (as defined in Article I of this Agreement) which are useful 
in production of radioisotopes, in medical therapy, and in numerous other research 
activities, and which are a means of affording valuable training and experience 
in nuclear science and engineering useful in the development of other peaceful 
uses of atomic energy, including civilian nuclear power; and 

Wuereas the Government of the Netherlands desires to pursue a research 
and development program looking toward the realization of peaceful and humani- 
tarian uses of atomic energy which it has undertaken, and desires to obtain 
assistance from the Government of the United States of America and United 
States industry with respect to this program; and 

Wuereas the Government of the United States of America represented by the 
United States Atomic Energy Commission (hereinafter referred to as the '*Com- 
mission’’), desires to assist the Government of the Netherlands in such a program. 

Now THEREFORE, the parties to this Agreement, the Government of the United 
States of America and the Government of the Netherlands, agree as follows: 
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ARTICLE I 
For purposes of this Agreement: 

A. “Commission” means the United States Atomic Energy Commission or 
its duly authorized representatives. 

B. “Equipment and devices” means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. “Research reactors” means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 
purposes, medical therapy, or training in nuclear science and engineering. 
The term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 

D. The terms “Restricted Data”, “atomic weapon”, and ‘“‘special nuclear 
material" are used in this Agreement as defined in the United States Atomie 
Energy Act of 1954. 
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ARTICLE II 


Subject to the limitations of Article VI, the parties hereto will exchange infor- 
mation in the following fields: 

A. The design, construction and operation of research reactors and their 
use as research, development and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical thereapy agriculture and industry. 


ARTICLE lI 


A. The Commission will lease to the Government of the Netherlands uranium 
enriched in the isotope U-235, subject to the terms and conditions provided herein, 
as may be required as initial and replacement fuel in the operation of research 
reactors which the Government of the Netherlands, in consultation with the 
Commission, decides to construct and as required in agreed experiments related 
thereto. Also, the Commission will lease to the Government of the Netherlands 
uranium enriched in the isotope U-235, subject to the terms and conditions pro- 
vided herein, as may be required as initial and replacement fuel in the operation 
of such research reactors as the Government of the Netherlands may, in consulta- 
tion with the Commission, decide to authorize private individuals or private 
organizations uncer its jurisdiction to construct and operate, provided the Gov- 
ernment of the Netherlands shall at all times maintain sufficient control of the 
material and the operation of the reactor to enable the Government of the Nether- 
lands to comply with the provisions of this Agreement and the applicable provisions 
of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Netherlands shall not 
at any time be in excess of six (6) kilograms of contained U-235 in uranium 
enriched up to a maximum of twenty percent (20%) U-235, plus such additional 
quantity as, in the opinion of the Commission, is necessary to permit the efficient 
and continuous operation of the reactor or reactors while replaced fuel elements 
are radioactively cooling in the Netherlands or while fuel elements are in transit, 
it being the intent of the Commission to make possible the maximum usefulness 
of the six (6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, ‘hey shal! be returned to the Commission, and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment 
and delivery as may be mutually agreed and under the conditions stated in 
Articles VII and VIII. 

ARTICLE IV 


A. Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease, through such means as it deems appropriate, to the 
Government of the Netherlands or authorized persons under its jurisdiction such 
reactor materials, other than special nuclear materials, as are not obtainable on 
the commercial market in the United States and which are required in the con- 
struction and operation of research reactors in the Netherlands. The sale or 
lease of these materials shall be on such terms as may be agreed. 

B. With respect to heavy water, it is the intent of the Government of the 
United States to make available at this time to the Government of the Nether- 
lands by sale or lease only such quantities thereof as may be needed in research 
reactors in the Netherlands. However, the Government of the United States 
recognizes that additional quantities of heavy water may be needed in the future 
as the work of the Government of the Netherlands on the development of electric 

ower from atomic energy progresses. Accordingly, the Government of the 

Jnited States declares that, at such time, it will discuss with the Government of 
the Netherlands the matter of supplying the needs of that Government for heavy 
water for non-military purposes. Such additional supply as may be agreed 
shall be made available by the Commission to the Government of the Netherlands 
under this Agreement. 
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ARTICLE V 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or the Netherlands may deal 
directly with private individuals and private organizations in the other country, 
and that private individuals and private organizations in the United States may 
deal directly with the Government of the Netherlands. Accordingly, with respect 
to the subjects of agreed exchange of information as provided in Article II, the 
Government of the United States will permit persons under its jurisdiction to 
transfer and export materials, including equipment and devices, to and perform 
services for the Government of the Netherlands and such persons under its juris- 
diction as are authorized by the Government of the Netherlands to receive and 
possess such materials and utilize such services, subject to: 

A. Limitations in Article VI. 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States and the Government of the Netherlands. 


ARTICLE VI 


Restricted Data shall not be communicated under this Agreement, and no mate- 
rials or equipment and devices shall be transferred and no services shall be fur- 
nished under this Agreement to the Government of the Netherlands or authorized 
persons under its jurisdiction if the transfer of any such materials or equipment 
and devices or the furnishing of any such services involves the communication of 
Restricted Data. 

ARTICLE VII 


A. The Government of the Netherlands agrees to maintain such safeguards as 
are necessary to assure that the uranium enriched in the isotope U-235 leased 
from the Commission shall be used solely for the purposes agreed in accordance 
with this Agreement and to assure the safekeeping of this material 

B. The Government of the Netherlands agrees to maintain such safeguards as 
are necessary to assure that all other reactor materials, including equipment and 
devices, purchased in the United States of America under this Agreement by the 
Government of the Netherlands or authorized persons under its jurisdiction, shall 
be used solely for the design, construction, and operation of research reactors 
which the Government of the Netherlands decides to construet and operate and 
for research in connection therewith, except as may otherwise be agreed 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Netherlands agrees to maintain records relating to power 
levels of operation and burn-up of reactor fuels and to make annual reports to the 
Commission on these subjects. If the Commission requests, the Government of 
the Netherlands will permit Commission representatives to observe from time to 
time the condition and use of any leased material and to observe the performance 
of the reactor in which the material is used. 


ARTICLE VIII—GUARANTIES PRESCRIBED BY THE U. S. ATOMIC ENERGY ACT OF 1954 


The Government of the Netherlands guarantees that: 

A. Safeguards provided in Article Vil shall be maintained. 

B. No material, including equipment and devices, transferred to the Gov- 
ernment of the Netherlands or authorized persons under its jurisdiction, 
pursuant to this Agreement, by lease, sale, or otherwise will be used for atomic 
weapons or for research on or development of atomic weapons or for any 
other military purposes, and that no such material, including equipment and 
devices, will be transferred to unauthorized persons or beyond the jurisdiction 
of the Government of the Netherlands except as the Commission may agree 
to such transfer to another nation and then only if in the opinion of the 
Commission such transfer falls within the scope of an agreement for coopera- 
tion between the United States and the other nation. 


ARTICLE IX 


At the expiration of this Agreement or anv extension thereof the Government 
of the Netherlands shall deliver to the United States all fuel elements containing 
reactor fuels leased by the Commission and any other fuel material leased by the 
Commission at the expense of the Government of the Netherlands, and such 
delivery shall be made under appropriate safeguards against radiation hazards 
while in transit. 





PROPOSED AGREEMENTS FOR COOPERATION 57 


ARTICLE X 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasibil- 
ity of an additional agreement for cooperation with respect to the production 
of power from atomic energy in the Netherlands. 


ARTICLE XI 


This Agreement shall enter into force on the date of its formal execution by 
both parties, but no sooner than the day after receipt by the Government of the 
United States of America of a formal communique on behalf of the Government 
of the Netherlands, communicating to the former that the necessary constitu- 
tionally required approval has been obtained, and shall remain in force for a 
period of five (5) years from that date. This Agreement shall be subject to 
renewal as may be mutually agreed. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 
DONE AT in duplicate this day of , 1955. 
For the Government of the United States of America: 
C. BURKE ELBRICK, 
CBE 6/14/55 
Deputy Assistant Secretary of State for European Affairs. 
Lewis L. STRAUSS, 
LS 6/14/55 
Chairman, U. S. Atomic Energy Commission. 


For the Government of the Netherlands: 


J. H. vaN ROIJEN, 
J. H. van Roijen 6/14/55 
Ambassador of the Netherlands. 


—r 


JvNE 14, 1955. 
The PRESIDENT, 
The White House. 


Dear Mr. Presipent: The Atomic Energy Commission recommends that vou 
approve the enclosed agreement entitled “Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy Between the Government of the Kingdom of the 
Netherlands and the Government of the United States of America,” and authorize 
its execution after the proposed agreement has been placed before the Joint Com- 
mittee on Atomic Energy in accordance with section 123c of the Atomic Energy 
Act of 1954. This agreement has been negotiated by the Atomic Energy Com- 
mission and the Department of State pursuant to the Atomic Energy Act of 1954 
and is, in the opinion of the Commission, an important and desirable step in 
advancing the development of the peaceful uses of atomic energy in the Nether- 
lands, in accordance with the policy which you have established. The Govern- 
ment of the Kingdom of the Netherlands has signified its agreement to the guaran- 
ties prescribed by the Atomie Energy Act and which are recorded in the proposed 
agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
the Kingdom of the Netherlands, if it desires to do so, may engage United States 
companies to construct research reactors, and private industry in the United 
States will be permitted, within the limits of the agreement, to render other 
assistance to the Netherlands. No restricted data would be communicated under 
this agreement. The Atomic Energy Commission, however, would lease to the 
Netherlands up to 6 kilograms of contained U-235 in uranium enriched up to a 
maximum of 20 percent U-235. 
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The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the Kingdom of the Netherlands and 
the United States will lead to further discussions and agreements relating to the 
peaceful uses of atomic energy in the Netherlands. 

Respectfully yours, 
Lewis L. Strauss, Chairman. 


Tar Warre House, 
Washington, D. C., June 16, 1955. 
The Honorable L. L. Stravss, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 


Dear Mr. Strauss: Under date of June 14, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Kingdom of the Netherlands and the Gov- 
ernment of the United States for cooperation concerning the peaceful uses of 
atomic energy. The agreement recites that the Government of the Kingdom 
of the Netherlands desires to pursue a research and development program looking 
toward the realization of the peaceful and humanitarian uses of atomie energy 
and desires to obtain assistance from the Government of the United States and 
United States industry with respect to this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Kingdom of the Netherlands special nuclear 
material for use as reactor fuel 

Pursuant to the provisions of section 123 of the Atomie Energy Act of 1954 and 
upon the recommendation of the Atomic Energy Commission, I hereby 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Kingdom of the 
Netherlands concerning the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomic 
Energy Commission and the Department of State after the proposed agree- 
ment has been submitted to the Joint Committee on Atomic Energy of the 
United States Congress and a period of 30 days has elapsed while Congress 
is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and the Netherlands, and 
that it will lead to further discussions and agreements relating to other peaceful 
uses of atomic energy in the Netherlands. 

Sincerely, 

Dwicat D. Ersennower, 


Apprenpix XIII 


UNrTED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., June 27, 1955. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Senator ANDERSON: Pursuant to section 123c of the Atomic Energy 
Act of 1954, there is submitted with this letter: 
1. A proposed agreement for cooperation with the Government of Pakistan; 
2. A letter dated June 22, 1955, from the Commission to the President, 
recommending his approval of the proposed agreement; 
3. A letter dated June 25, 1955, from the President to the Commission, 
approving the proposed agreement, authorizing its execution, and containing 
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his determination that it will promote and will not constitute an unreasonable 
risk to the common defense and security. 

This agreement, when executed, would make possible cooperation between 
the United States and Pakistan on the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors in medical therapy; and the use of radioactive isotopes in biology, medi- 
cine, agriculture, and industry. Pakistan, if it desired to do so, would be able to 
engage United States companies to construct research reactors, and private indus- 
tries in the United States will be permitted, within the limits of the agreement, 
to render other assistance to Pakistan. No restricted data would be communi- 
cated under this agreement. The Atomic Energy Commission, however, would 
lease to Pakistan up to 6 kilograms of contained U-235 in uranium enriched up 
to a maximum of 20 percent U-235, plus such additional quantity as, in the 
opinion of the Commission, is necessary to permit the efficient and continuous 
operation of the reactor or reactors while replaced fuel elements are radioactively 
cooling in Pakistan or while fuel elements are in transit. The amount of special 
nuclear material which would be made available to Pakistan under this agree- 
ment would not be important from the military point of view and the limita- 
tion expressed will restrict Pakistan in determining the choice of reactor to be 
constructed to a research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Pakistan to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
| that this first stage of cooperation will lead to further development of the peaceful 
; uses of atomic energy in Pakistan. 

Sincerely yours, 


















Lrwis L. SrnAvss, Chairman. 





AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE UNITED 
E STATES OF AMERICA AND THE GOVERNMENT OF PAKISTAN 




























Wuereas the peaceful uses of atomic energy hold great promise for all mankind; 
and 

WnukEnEAS the Government of the United States of America and the Govern- 
ment of Pakistan desire to cooperate with each other in the development of such 
peaceful uses of atomic energy; and 

WuerkFas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

WnukREAs research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
| and at the same time are a means of affording valuable training and experience 

in nuclear science and engineering useful in the development of other peaceful 

i uses of atomic energy including civilian nuclear power; and 
s Wuereas the Government of Pakistan desires to pursue a research and devel- 
E opment program looking toward the realization of the peaceful and humanitarian 
uses of atomic energy and desires to obtain assistance from the Government of 
the United States of America and United States industry with respect to this 
program; and 

Wuereas the Government of the United States of America, represented by 
the United States Atomic Energy Commission (hereinafter referred to as the 
* Commission"), desires to assist the Government of Pakistan in such a program; 
L THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 





E Subject to the limitations of Article V, the parties hereto will exchange infor- 
E mation in the following fields: 


A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 
: B. Health and safety problems related to the operation and use of research 
* reactors, 
C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 
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ARTICLE IT 







A. The Commission will lease to the Government of Pakistan uranium enriched 

in the isotope U-235, subject to the terms and conditions provided herein, as 
; may be required as initial and replacement fuel in the operation of research reactors 

which the Government of Pakistan, in eonsultation with the Commission, decides 
to construct and as required in agreed experiments related thereto. Also, the Com- 
mission will lease to the Government of Pakistan uranium enriehed in the isotope 
U-235, subject to the terms and conditions provided herein, as may be required 
as initial and replacement fuel in the operation of such research reactors as the 
Government of Pakistan may, in consultation with the Commission, decide to 
authorize private individuals or private organizations under its jurisdiction to 
construct and operate, provided the Government of Pakistan shall at all times 
maintain sufficient control of the material and the operation of the reactor to 
enable the Government of Pakistan to comply with the provisions of this Agree- 
ment and the applicable provisions of the lease arrangement. 

B. 'The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of Pakistan shall not at any 
time be in excess of six (6) kilograms of contained U-235 in uranium enriched up 
to a maximum of twenty per cent (20%) U-235, plus such additional! quantity as, 
in the opinion of the Commission, is necessary to permit the efficient and 
continuous operation of the reactor or reactors while replaced fuel elements are 
radioactively cooling in Pakistan or while fuel elements are in transit, it being 
the intent of the Commission to make possible the maximum usefulness of the 





















six (6) kilograms of said material 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment 
and delivery as may be mutually agreed and under the conditions stated in 
Articles VI and VII. 

ARTICLE III 


Subject to the availability cf supply and as may be mutually agreed, the Com- 
mission will sell or lease through such means as it deems appropriate, to the 
Government of Pakistan or authorized persons under its jurisdiction such reactor 
materials, other than special nucl¢ar materials, as are not obtainable on the 
commercial market and which are required in the construction and operation of 
research reactors in Pakistan. The sale or lease of these materials shall be on 
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such terms as may be agreed. 
ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Pakistan may deal directly 
with private individuals and private organizations in the other country. Accord- 
ingly, with respect to the subjects of agreed exchange of information as provided 
in Articie I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, 
to, and perform services for, the Government of Pakistan and sueh persons under 
jurisdiction as are authorized by the Government of Pakistan to receive and 
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its 
possess such materials and utilize such services, subject to: 

A. Limitations in Article V 

B. Applicable laws, regulations and license requirements of the Govern- 


ment of the United States, and the Government of Pakistan. 











V 





ARTICLE 











testricted Data shall not be communicated under this Agreement and no 
materials or equinment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of Pakistan or authorized 
persons under its jurisdiction if the transfer of any such materials or equipment 
and devices or the furnishing of any such services involves the communication of 
Restricted Data. 















ARTICLE VI 





A. Government of Pakistan agrees to maintain such safeguards as are necessary 
to assure that the uranium enriched in the isotope U-235 leased from the Commis- 
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sion shall be used solely for the purpose agreed in accordance with this Agreement 
and to assure the safekeeping of this material. 

B. The Government of Pakistan agrees to maintain such safeguards as are 
necessary to assure that all other reactor materials, including equipment and 
devices, purchased in the United States of America under this Agreement by the 
Government of Pakistan or authorized persons under its jurisdiction, shall be 
used solely for the design, construction, and operation of research reactors which 
the Government of Pakistan decides to construct and operate and for research 
in connection therewith, except as mav otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of Pakistan agrees to maintain records relating to power levels of 
operation and burn-up of reactor fuels and to make annual reports to the Com- 
mission on these subjects. If the Commission requests, the Government of 
Pakistan will permit Commission representatives to observe from time to time 
the condition and use of any leased materia! and to observe the performance of 
the reactor in which the material is used 


ARTICLE VII--GUARANTEES PRESCRIBED BY THE U. S. ATOMIC ENERGY ACT OF 1954 


'The Government of Pakistan guarantees that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the 
Government of Pakistan or authorized persons under its jurisdiction, pur- 
suant to this Agreement, by lease, sale, or otherwise will be used for atomie 
weapons or for research on or development of atomic weapons or for any other 
military purposes, and that no such material, including equipment and 
devices, will be transferred to unauthorized persons or bevond the jurisdic- 
tion of the Government of Pakistan except as the Commission may agree 
to such transfer to another nation and then only if in the opinion of the 
Commission such transfer falls within the scope of an agreement for coopera- 
tion between the United States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into force on ........ and remain in force until 
UNE ...., inclusively, and shall be subject to renewal as may be mutually 
agreed 

At the expiration of this Agreement or an extension thereof the Government 
of Pakistan shall deliver to the United States all fuel elements containing reactor 
fuels leased by the Commission and any other fuel material leased by the Com- 
mission. Such fuel elements and such fuel materials shall be delivered to the 
Commission at a site in the United States designated by the Commission at the 
expense of the Government of Pakistan, and such delivery shall be made under 
appropriate safeguards against radiation hazards while in transit 


ARTICLE IX 


t 


It is the hope and expectation of the parties that this initial Agreement for 
l 


Cooperation will lead to consideration of further cooperation exteuding to the 
design, construction, and operation of power producing rea ss. Accordingly, 
the parties will consult with each other from time to time concerning the feasibility 
of an additional agreement for cooperation with respect ie production of 
power froin atomie energy in Pakistan. 


ARTICLE X 


For the purposes of this Aereement: 

A. “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives 

B. “Equipment and devices” means any insirument or apparatus, and 
includes research reactors, as defined herein, and their component parts 

C. “Research reactor” means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 
purposes, medical therapy, or training in nuclear science and engineering. 
The term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 
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D. The terms **Restrieted Data", *atomic weapon", and ‘‘special nuclear 
material" are used in this Agreement as defined in the United States Atomie 
Energy Act of 1954. 


IN wiTNESS WHEREOF, the parties hereto have eaused this Agreement to be 
executed pursuant to duly constituted authority 


in duplicate this day of 


For the Government of the United States of America: 
Joun D. JERNEGAN, 
JDJ 6/15/55 
Acting Assistant Secretary of State for Near Eastern, South Asian and 
African Affairs. 
Lewis L. STRAUSS, 
LLS 6/15/55 
Chairman, U. S. Atomic Energy Commission. 


For the Government of Pakistan: 
SYED ÅMJAD ALI, 
SAA 6/15/55 

Ambassador of Pakistan. 


JUNE 
The PRESIDENT, 
The White House. 

Dear Mr. Presipent: The Atomic Energy Commission recommends that 
you approve the enclosed agreement entitled “Agreement for Cooperation Con- 
cerning Civil Uses of Atomic Energy between the Government of Pakistan and 
the Government of the United States of America,” and authorize its execution 
after the proposed agreement has been placed before the Joint Committee on 
Atomic Energy in accordance with section 123c of the Atomic Energy Act of 1954. 
This agreement has been negotiated by the Atomic Energy Commission and the 
Department of State pursuant to the Atomic Energy Act of 1954 and is, in the 
opinion of the Commission, an important and desirable step in advancing the 
development of the peaceful uses of atomic energy in Pakistan, in accordance with 
the policy which you have established. The Government of Pakistan has signi- 
fied its agreement to the guaranties prescribed by the Atomic Energy Act and 
which are recorded in the proposed agreement 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Pakistan, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Pakistan. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to Pakistan up to 6 kilograms of con- 
tained U-235 in uranium enriched up to a maximum of 20 percent U-235. 

'The agreement expresses the hope and expectation of the two Governments that 
this first stage of cooperation between the United States and Pakistan will lead 
to further discussions and agreements relating to the peaceful uses of atomic 
energy in Pakistan. 

Respectfully, 
Lewis L. Strauss, Chairman, 


Tur Wurrk Hovusk, 
Washington, June 25, 1955. 
The Honorable L. L. STRAUSS, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear Mr. Strauss: Under date of June 22, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of Pakistan and the Government of the United 
States for cooperation concerning the peaceful uses of atomic energy. The 
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agreement recites that the Government of Pakistan desires to pursue a research 
and development program looking toward the realization of the peaceful and 
humanitarian uses of atomic energy &nd desires to obtain assistance from the 
Government of the United States and United States industry with respect to 
this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Government of Pakistan special nuclear material 
for use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 and 
upon the recommendation of the Atomic Energy Commission, I hereby— 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of Pakistan concerning 
the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomic 
Energy Commission and the Department of State after the proposed agree- 
ment has been submitted to the Joint Committee on Atomic Energy of the 
United States Congress and a period of 30 days has elapsed while Congress 
is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Pakistan, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Pakistan. 

Sincerely, 

Dwicut D. EISENHOWER. 


APPENDIX XIV 


UNrrED SraTES Arowic. ExERGY CowwrsstoN, 
Washington 25, D. C., July ?, 1955. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear Senator ANDERSON: Pursuant to section 123c of the Atomic Energy Act 
of 1954, there are submitted with this letter certified copies of the following: 

1. A proposed agreement for cooperation with the Government of the 
Republic of Peru; 

2. A letter from the Commission to the President, recommending his ap- 
proval of the proposed agreement; 

3. A letter from the President to the Commission, approving the proposed 
agreement, authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security. 

This agreement, when executed, would make possible cooperation between the 
United States and Peru on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors in 
medical therapy; and the use of radioactive isotopes in biology, medicine, agri- 
culture and industry. Peru, if it desired to do so, would be able to engage United 
States companies to construct research reactors, and private industries in the 
United States will be permitted, within the limits of the agreement, to render 
other assistance to Peru. No restricted data would be communicated under this 
agreement. The Atomic Energy Commission, however, would lease to Peru up 
to 6 kilograms of contained U-235 in uranium enriched up to a maximum of 20 
percent U-235, plus such additional quantity as, in the opinion of the Commission, 
18 necessary to permit the efficient and continuous operation of the reactor or 
reactors while replaced fuel elements are radioactively cooling in Peru or while 
fuel elements are in transit. The amount of special nuclear material which would 
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be made available to Peru under this agreement would not be important from the 
military point of view and the limitation expressed will restrict Peru in determin- 
ing the choice of reactor to be constructed to a research reactor 

Article VI of the proposed agreement records the obligations undertaken by 
Peru to safeguard the special nuclear material to be leased by the Commission, and 
article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Peru, 

Sincerely yours, 
Lewis L. SrRAvss, Chairman. 


AGREEMENT FOR COOPERATION BETWEEN THE GOVERNMENT OF 
THE UNITED STATES OF AMERICA AND THE GOVERNMENT OF 
THE REPUBLIC OF PERU CONCERNING CIVIL USES OF ATOMIC 
ENERGY 


Wuknzas the peaceful uses of atomic energy hold great promise for all mankind; 
and 

WnkREAS the Government of the United States of America and the Government 
of the Republie of Peru desire to cooperate with each other in the development 
of such peaceful uses of atomic energy; and 

WnukEREAS there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

WHEREAS research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities and 
at the same time are a means of affording valuable training and experience in 
nuclear science and engineering useful in the development of other peaceful uses 
of atomic energy including civilian nuclear power; and 

Wuereas the Government of the Republic of Peru desires to pursue a research 
and development program looking toward the realization of the peaceful and 
humanitarian uses of atomic energy and desires to obtain assistance from the 
Government of the United States of America and United States industry with 
respect to this program; and 

Wuereas the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the ‘‘Com- 
mission’’), desires to assist the Government of the Republic of Peru in such a 
program; 

The Parties therefore agree as follows: 


ARTICLE I 


Subject to the limitations of Article V, the Parties hereto will exchange informa- 
tion in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 
ARTICLE I 
A. The Commission will lease to the Government of the Republie of Peru 
uranium enriched in the isotope U-235, subject to the terms and conditions pro- 
vided herein, as may be required as initial and replacement fuel in the operation 
of research reactors which the Government of the Republic of Peru, in consulta- 
tion with the Commission, decides to construct and as required in agreed experi- 
ments related thereto. Also, the Commission will lease to the Government of the 
Republic of Peru uranium enriched in the isotope U-235, subject to the terms and 
conditions provided herein, as may be required as initial and replacement fuel in 
the operation of such research reactors as the Government of the Republie of 
Peru may, in consultation with the Commission, decide to authorize private 
individuals or private organizations under its jurisdiction to construct and operate, 
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provided the Government of the Republic of Peru shall at all times maintain 
sufficient control of the material and the operation of the reactor to enable the 
Government of the Republic of Peru to comply with the provisions of this Agree- 
ment and the applicable provisions of the lease arrangement. 

B. 'The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Republic of Peru shall 
not at any time be in excess of six (6) kilograms of contained U-235 in uranium 
enriched up to a maximum of twenty percent (20%) U-235, plus such additional 
quantity as, in the opinion of the Commission, is necessary to permit the efficient 
and continuous operation of the reactor or reactors while replaced fuel elements 
are radioactively cooling in Peru or while fuel elements are in transit, it being 
the intent of the Commission to make possible the maximum usefulness of the 
six (6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment 
and delivery as may be mutually agreed and under the conditions stated in 
Articles VI and VII. 

ARTICLE II 


Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease through such means as it deems appropriate, to 
the Government of the Republic of Peru or authorized persons under its juris- 
diction such reactor materials, other than special nuclear materials, as are not 
obtainable on the commercial market and which are required in the construction 
and operation of research reactors in Peru. The sale or lease of these materials 
shall be on such terms as may be agreed. 


ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Peru may deal directly with 
private individuals and private organizations in the other country. Accordingly, 
with respect to the subjects of agreed exchange of information as provided in 
Article I, the Government of the United States will permit persons under its juris- 
diction to transfer and export materials, including equipment and devices, to, and 
perform services for, the Government of the Republic of Peru and such persons 
under its jurisdiction as are authorized by the Government of the Republic of 
Peru to receive and possess such materials and utilize such services, subject to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Government 
of the United States and the Government of the Republic of Peru. 


ARTICLE V 


Restricted Data shall not be communicated under this Agreement, and no ma- 
terials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of the Republic of Peru or 
authorized persons under its jurisdiction if the transfer of any such materials or 
equipment and devices or the furnishing of any such services involves the com- 
munication of Restricted Data. 


ARTICLE VI 


A. The Government of the Republic of Peru agrees to maintain such safe- 
guards as are necessary to assure that the uranium enriched in the isotope U-235 
leased from the Commission shall be used solely for the purpose agreed in accord- 
ance with this Agreement and to assure the safekeeping of this material. 

B. The Government of the Republic of Peru agrees to maintain such safeguards 
as are necessary to assure that all other reacter materials, including equipment and 
devices, purchased in the United States of America under this Agreement by the 
Government of the Republic of Peru or authorized persons under its jurisdiction, 
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shall be used solely for the design, construction, and operation of research reactors 
which the Government of the Republic of Peru decides to construct and operate 
and for research in connection therewith, except as may otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Republic of Peru agrees to maintain records relating to power 
levels of operation and burn-up of reactor fuels and to make annual reports to the 
Commission on these subjects. If the Commission requests, the Government of 
the Republic of Peru will permit Commission representatives to observe from 
time to time the condition and use of any Masel material and to observe the 
performance of the reactor in which the material is used. 


ARTICLE VII—GUARANTEES PRESCRIBED BY THE UNITED STATES ATOMIC 
ENERGY ACT OF 195 


The Government of the Republic of Peru guarantees that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the 
Government of the Republie of Peru or authorized persons under its juris- 
diction, pursuant to this Agreement, by lease, sale, or otherwise will be used 
for atomic weapons or for research on or development of atomic weapons or 
for any other military purposes, and that no such material, including equip- 
ment and devices, will be transferred to unauthorized persons or bevond the 
jurisdiction ot the Government of the Republic of Peru except as the Com- 
mission may agree to such transfer to another nation and then only if in the 
opinion of the Commission such transfer falls within the scope of an agreement 
for cooperation between the United States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into force on and remain in force until 
, inclusively, and shall be subject to renewal as may be mutually 
agreed. 

At the expiration ot this Agreement or an extension thereof the Government 
of the Republic of Peru shall deliver to the United States al! fuel elements con- 
taining reactor fuels leased by the Commission and any other fuel material leased 
by the Commission. Such fuel elements and such fuel materials shall be delivered 
to the Commission at a site in the United States designated by the Commission 
at the expense of the Government of the Republic of Peru, and such delivery 
shall be made under appropriate safeguards against radiation hazards while in 
transit. 


ARTICLE IX 


It is the hope and expectation of the Parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, the 
Parties will consult with each other from time to time concerning the feasibility 
of an additional agreement for cooperation with respect to the production of power 
from atomic energy in Peru. 


ARTICLE X 


For the purposes of this Agreement: 

A. “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives. 

B. “Equipment and devices" means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. "Research reactor" means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 

urposes, medical therapy, or training in nuclear science and engineering. 

he term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 

D. The terms “Restricted Data”, “atomic weapon”, and “special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 
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IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 


Done at Washington in duplicate this _......... day of 
For the Government of the United States of America: 
Henry F. Horrawp, 
HB:N.H. 7/1/55 
Assistant Secretary of State for Inter-American Affairs. 
Lewis L. STRAUSS, 
L. S. 7/1/55 
Chairman, U. S. Atomic Energy Commission. 


For the Government of the Republic of Peru: 
Don FERDANDO BERCKEMEYER, 
D. F. B. 7/1/55 


Am ssaaor o eru. 
Ambassad P 


JvLy 5, 1955 
The PRESIDENT, 
The White House. 


Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled “Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy Between the Government of the Republic of Peru 
and the Government of the United States of America,” and authorize its execution 
after the proposed agreement has been placed before the Joint Committee on 
Atomie Energy in accordance with section 123¢ of the Atomic Energy Act of 
1954. This agreement has been negotiated by the Atomic Energy Commission 
and the Department of State pursuant to the Atomic Energy Act of 1954 and is, 
in the opinion of the Commission, an important and desirable step in advancing 
the development of the peaceful uses of atomic energy in Peru, in accordance 
with the policy which you have established. The Government of the Republic 
of Peru has signified its agreement to the guaranties prescribed by the Atomic 
Energy Act and which are recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction, and operation of research reactors, including related health and safety 
problems; the use of such reactors in medica! therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture and industry. Under the agreement 
Peru, if it desires to do so, mav engage United States companies to construct re- 
search reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Peru No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to Peru up to 6 kilograms of contained 
U-235 in uranium enriched up to a maximum of 20 percent U-235. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Peru will lead 
to further discussions and agreements relating to the peaceful uses of atomic 
energy in Peru. 

Respectfully, 
Lewis L. Strauss, Chairman. 


Tue Waite Hovss, 
Washington, July ?, 1 
The Honorable L. L. SrRAvss, 
Chairman, Atomic Energy Commission, 


Washington, D. C. 


Drar Mr. Srravss: Under date of July 5, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Republic of Peru and the Government of 
the United States for cooperation concerning the peaceful uses of atomic energy. 
The agreement recites that the Government of the Republic of Peru desires to 
pursue a research and development program looking toward the realization of the 
peaceful and humanitarian uses of atomic energy and desires to obtain assistance 
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from the Government of the United States and United States industry with respect 
to this program. 

I have examined the agreement recommended. Tt calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guarantees prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Republic of Peru special nuclear material for use 
as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 and 
upon the recommendation of the Atomic Energy Commission, I hereby— 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Republic of 
Peru concerning the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will pro- 
mote and will not constitute an unreasonable risk to the common defense and 
security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomic 
Energy Commission and the Department of State after the proposed agree- 
ment has been submitted to the Joint Committee on Atomic Energy of the 
United States Congress and a period of 30 days has elapsed while Congress is 
in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Peru, and that it will 
lead to further discussions and agreements relating to other peaceful uses of 
atomic energv in Peru. 

Sincerely, 

DwiauT D. EISENHOWER. 





APPENDIX XV 


UNITED STATES AToMIC ENERGY COMMISSION, 
Washington 25, D. C., June 17, 1955. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

DEAR SENATOR ANDERSON: Pursuant to section 123c of the Atomie Energy 
Act of 1954, there are submitted with this letter certified copies of the following: 

1. A proposed agreement for cooperation with the Government of the 
Republic of the Philippines; 

2. A letter from the Commission to the President, recommending his 
approval of the proposed agreement; 

3. A letter from the President to the Commission, approving the proposed 
agreement, authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security. 

This agreement, when executed, would make possible cooperation between the 
United States and the Philippines on the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors in medical therapy; and the use of radioactive isotopes in biology, 
medicine, agriculture, and industry. The Philippines, if it desired to do so, 
would be able to engage United States companies to construct research reactors, 
and private industries in the United States will be permitted, within the limits 
of the agreement, to render other assistance to the Philippines. No restricted 
data would be communicated under this agreement. The Atomic Energy Com- 
mission, however, would lease to the Philippines up to 6 kilograms of contained 
U-235 in uranium enriched up to a maximum of 20 percent U-235, plus such addi- 
tional quantity as, in the opinion of the Commission, is necessary to permit the 
efficient and continuous operation of the reactor or reactors while replaced fuel 
elements are radioactively cooling in the Philippines or while fuel elements 
are in transit. The amount of special nuclear material which would be made 
available to the Philippines under this avreement would not be important from 
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the military point of view and the limitation expressed will restrict the Philippines 
in determining the choice of reactor to be constructed to a research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
the Pnilippines to safeguard the special nuclear material to be leased by the com- 
mission, and article VII contains the guaranties prescribed by section 123 of the 
Atomic Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in the Philippines, 

Sincerely yours, 
Lewis L. Strauss, Chairman. 


UNrrED SraATES AToMIC ENERGY COMMISSION, 
Washington 25, D. C., June 17, 1959. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


DEAR SENATOR ANDERSON: Attached are two certified copies of an agreement 
for cooperation between the Government of the United States and the Govern- 
ment of the Republic of the Philippines to replace those copies previously for- 
warded to you. 

The present copies correct a typographical error which inadvertently occurred. 

Sincerely yours, 
J. L. KELEHAN, 
Assistant General Manager for Administration. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF THE REPUBLIC 
OF THE PHILIPPINES 
WHEREAS the peaceful uses of atomic energy hold great promise for all mankind; 
and 
WHEREAS the Government of the United States of America and the Government 
of the Republic of the Philippines desire to cooperate with each other in the 
development of such peaceful uses of atomic energy; and 

WuEnEAaS there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

WHEREAS research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience 
in nuclear science and engineering useful in the development of other peaceful 
uses of atomic energy including civilian nuclear power; and 

WuereEas the Government of the Republic of the Philippines desires to pursue 

a research and development program looking toward the realization of the peaceful 

and humanitarian uses of atomic energy and desires to obtain assistance from the 

Government of the United States of America and United States industry with 

respect to this program; and 
WuEnrkEas the Government of the United States of America, represented by the 

United States Atomic Energy Commission (hereinafter referred to as the '*Commis- 

sion”), desires to assist the Government of the Republic of the Philippines in such 

a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange infor- 
mation in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry, 
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ARTICLE H 


A. The Commission will lease to the Government of the Republic of the Phil- 
ippines uranium enriched in the isotope U-235, subject to the terms and conditions 
provided herein, as may be required as initial and replacement fuel in the operation 
of research reactors which the Government of the Republic of the Philippines, in 
consultation with the Commission, decides to construct and as required in agreed 
experiments related thereto. Also, the Commission will lease to the Government 
of the Republic of the Philippines uranium enriched in the isotope U-235, subject 
to the terms and conditions provided herein, as may be required as initial and 
replacement fuel in the operation of such research reactors as the Government of 
the Republie of the Philippines may, in consultation with the Commission, decide 
to authorize private individuals or private organizations under its jurisdiction to 
construct and operate, provided the Government of the Republie of the Philip- 
pines shall at all times maintain sufficient control of the material and the operation 
of the reaetor to enable the Government of the Republic of the Philippines to 
comply with the provisions of this Agreement and the applicable provisions of the 
lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Republie of the Phil- 
ippines shali not at any time be in excess of six (6) kilograms of contained U-235 
in uranium enriched up to a maximum of twenty percent (20%) U-235, plus such 
additional quantity as, in the opinion of the Commission, is necessary to permit 
the effieient and continuous operation of the reactor or reactors while replaced 
fuel elements are radioactively cooling in the Philippines or while fuel elements 
are in transit, it being the intent of the Commission to make possible the max- 
imum usefulness of the six (6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article 
shall be at such charges and on such terms and conditions with respect to ship- 
ment and delivery as may be mutually agreed and under the conditions stated 
in Articles VI and VII. 


ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease through such means as it deems appropriate, to the 
Government of the Republie of the Philippines or authorized persons under its 
jurisdiction such reactor materials, other than special nuclear materials, as are 
not obtainable on the commercial market and which are required in the construc- 
tion and operation of research reactors in the Philippines. The sale or lease of 
these materials shall be on such terms as may be agreed. 


ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or the Philippines may deal 
directly with private individuals and private organizations in the other country. 
Accordingly, with respect to the subjects of agreed exchange of information as 
provided in Article I, the Government of the United States will permit persons 
under its jurisdiction to transfer and export materials, including equipment and 
devices, to, and perform services for, the Government of the Republic of the 
Philippines and such persons under its jurisdiction as are authorized by the 
Government of the Republic of the Philippines to receive and possess such 
materials and utilize such services, subject to: 

A. Limitations in Article V. 

D. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of the Republic of the 
Philippines. 

ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of the Republic of the Phil- 
ippines or authorized persons under its jurisdiction if the transfer of any such 
materials or equipment and devices or the furnishing of any such services involves 
the communication of Restricted Data. 
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ARTICLE VI 


A. The Government of the Republic of the Philippines agrees to maintain 
such safeguards as are necessary to assure that the uranium enriched in the 
isotope U-235 leased from the Commission shall be used solely for the purposes 
agreed in accordance with this Agreement and to assure the safekeeping of this 
material. 

B. The Government of the Republic of the Philippines agrees to maintain 
such safeguards as are necessary to assure that all other reactor materials, in- 
cluding equipment and devices, purchased in the United States of America under 
this Agreement by the Government of the Republic of the Philippines or author- 
ized persons under its jurisdiction, shall be used solely for the design, construction, 
and operation of research reactors which the Government of the Republic of the 
Philippines decides to construct and operate and for research in connection there- 
with, except as may otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Republic of the Philippines agrees to maintain records relating 
to power levels of operation and burn-up of reactor fuels and to make annual 
reports to the Commission on these subjects. If the Commission requests, the 
Government of the Republic of the Philippines will permit Commission repre- 
sentatives to observe from time to time the condition and use of any leased 
material and to observe the performance of the reactor in which the material 
is used. 


ARTICLE VII--GUARANTIES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 1954 


The Government of the Republic of the Philippines guarantees that: 

A. Safeguards provided in Article VI shall be maintained 

B. No material, including equipment and devices, transferred to the 
Government of the Republic of the Philippines or authorized persons under 
its jurisdiction, pursuant to this Agreement, by lease, sale, or otherwise 
will be used for atomic weapons or for research on or development of atomic 
weapons or for any other military purposes, and that no such material, 
including equipment and devices, will be transferred to unauthorized persons 
or beyond the jurisdiction of the Government of the Republic of the Philip- 
pines except as the Commission may agree to such transfer to another 
nation and then only if in the opinion of the Commission such transfer 
fails within the scope of an agreement for cooperation between the United 
States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into force on and remain in force 
until , inclusively, and shall be subject to renewal as may be mutually 
agreed. 

At the expiration of this Agreement or any extension thereof the Government 
of the Republic of the Philippines shall deliver to the United States all fuel 
elements containing reactor fuels leased by the Commission and any other fuel 
material leased by the Commission. Such fuel elements and such fuel materials 
shall be delivered to the Commission at a site in the United States designated by 
the Commission at the expense of the Government of the Republic of the Philip- 
pines, and such delivery shall be made under appropriate safeguards against 
radiation hazards while in transit. 


ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasibitity 
of an additional agreement for cooperation with respect to the production of 
power from atomic energy in the Philippines. 


ARTICLE X 


For the purposes of this Agreement: 
A. “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives. 
B. “Equipment and devices” means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 
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C. “Research reactor” means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 

urposes, medical therapy, or training in nuclear science and engineering. 

he term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 

D. The terms “Restricted Data”, “atomic weapon”, and “special nuclear 
material" are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 


DONE AT in duplicate this day of kihnu 20D 


For the Government of the United States of America: 


RoBERT MURPHY, 
RM 6/14/55 
Deputy Under Secretary of State. 
Lewis L. STRAUSS, 
LLS 6/14/55 
Chairman, U. S. Atomic Energy Commission. 


For the Government of the Republic of the Philippines: 


RauL T. LEUTERIO, 
RTL 6/14/55 
Chargé d' Affaires ad interim of the Philippines. 


JuNE 14, 1955. 
The PRESIDENT, 
The White House. 

Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled Agreement for Cooperation Concerning 

ivil Uses of Atomic Energy between the Government of the Republic of the 
Philippines and the Government of the United States of America,” and authorize 
its execution after the proposed agreement has been placed before the Joint Com- 
mittee on Atomic Energy in accordance with Section 123c of the Atomic Energy 
Act of 1954. This agreement has been negotiated by the Atomic Energy Com- 
mission and the Department of State pursuant to the Atomic Energy Act of 1954 
and is, in the opinion of the Commission, an important and desirable step in 
advancing the development of the peaceful uses of atomic energy in the Philippines, 
in accordance with the policy which vou have established. The Government of 
the Republic of the Philippines has signified its agreement to the guaranties 
prescribed by the Atomic Energy Act and which are recorded in the proposed 
agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
the Republic of the Philippines, if it desires to do so, may engage United States 
companies to construct research reactors, and private industry in the United States 
will be permitted, within the limits of the agreement, to render other assistance to 
the Philippines, No restricted data would be communicated under this agree- 
ment. The Atomic Energy Commission however, would lease to the Philippines 
up to 6 kilograms of contained U-235 in uranium enriched up to a maximum of 20 
percent U-235. 

The agreement expresses the hope and expectation of the two Governments that 
this first stage of cooperation between the Republic of the Philippines and the 
United States wil! lead to further discussions and agreements relating to the peace- 
ful uses of atomic energy in the Philippines. 

Respectfully yours, 
Lewis L. Strauss, Chairman. 
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Tue Warre House, 
Washington, D. C., June 16, 1955. 
The Honorable L. L. SrRavss, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear Mr Srrauss: Under date of June 14, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Republic of the Philippines and the Govern- 
ment of the United States for cooperation concerning the peaceful uses of atomic 
energy. The agreement recites that the Government of the Republic’ of the 
Philippines desires to pursue a research and development program looking 
toward the realization of the peaceful and humanitarian uses of atomic energy 
and desires to obtain assistance from the Government of the United States and 
United States industry with respect to this program. 

I have examined the agreement recommended. It calls for cooperation 
between the two Governments with respect to the design, construction, and oper- 
ation of research reactors, including related health and safety problems; the use 
of such reactors as research, development, and engineering tools and in medical 
therapy ; and use of radioactive isotopes in biology, medicine, agriculture, and in- 
dustry. The agreement contains all of the guarantees prescribed by the Atomic 
Energy Act. Norestricted data would be emu under the agreement, but 
the Commission would lease to the Republie of the Philippines special nuclear 
material! for use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomie Energy Act of 1954 
and, upon the recommendation of the Atomie Energy Commission, I hereby — 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Republic 
of the Philippines concerning the civil uses of atomie energy, 

(2) Determine that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomic 
Energy Commission and the Department of State after the proposed agree- 
ment has been submitted to the Joint Committee on Atomie Energy of the 
United States Congress and a period of 30 days has elapsed while Congress 
is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and the Philippines, and 
that it will lead to further discussions and agreements relating to other peaceful 
uses of atomic energy in the Philippines. 

Sincerely, 

Dwıcur D. EISENHOWER. 


AppENDIX XVI 


Unirep Sratres Atomic ENERGY COMMISSION, 
Washington 25, D. C., June 17, 1955 
Hon. CriNTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States 
Dear SENATOR ANDERSON: Pursuant to section 123e of the Atomic Energy 
Act of 1954. there are submitted with this letter certified copies of the following: 

1. A proposed agreement for cooperation with the Government of Portugal; 

2. À ctor from the Commission to the President, recommending his ap- 
proval of the proposed agreement; 

3 Aletter from the President to the Commission. approving the proposed 
agreement. authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security 

'This agreement, when executed, would make possible cooperation between the 
United States and Portugal on the design, construction, and operation of research 
reactors. including related health and safety problems; the use of such reactors In 
medical therapy; and the use of radioactive isotopes in biology, medicine, agri- 
culture and industry. Portugal, if it desired to do so, would be able to engage 
United States companies to construct research reactors. and private industries in 
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the United States will be permitted, within the limits of the agreement, to render 
other assistance to Portugal. No restricted data would be communicated under 
this agreement. The Atomic Energy Commission, however, would lease to 
Portugal up to 6 kilograms of contained U-235 in uranium enriched up to a 
maximum of 20 percent U-235, plus such additional quantity as, in the opinion 
of the Commission, is necessary to permit the efficient and continuous operation 
of the reactor or reactors while replaced fuel elements are radioactively cooling 
in Portugal or while fuel elements are in transit. The amount of special nuclear 
material which would be made available to Portugal under this agreement would 
not be important from the military point of view and the limitation expressed will 
restrict Portugal in determining the choice of reactor to be constructed to a 
research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Portugal to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Portugal. 

Sincerely yours, 
Lewis L. Strauss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE 
UNITED STATES OF AMERICA AND THE GOVERNMENT OF 
PORTUGAL 


Wuereas the peaceful uses of atomic energy hold great promise for all man- 
kind; and 

W neres the Government of the United States of America and the Government 
of Portugal desire to cooperate with each other in the development of such 
peaceful uses of atomic energy; and 

Wuereas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

WueREAs research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience 
in nuclear science and engineering useful in the development of other peaceful 
uses of atomic energy including civilian nuclear power; and 

Wuereas the Government of Portugal desires to pursue a research and devel- 
opment program looking toward the realization of the peaceful and humani- 
tarian uses of atomic energy and desires to obtain assistance from the Govern- 
ment of the United States of America and United States industry with respect to 
this program; and 

Wuereas the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the “Com- 
mission"), desires to assist the Government of Portugal in such a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange infor- 
mation in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE II 


A. The Commission will lease to the Government of Portugal uranium enriched 
in the isotope U-235, subject to the terms and conditions provided herein, as 
may be required as initial and replacement fuel in the operation of research reac- 
tors which the Government of Portugal, in consultation with the Commission, 
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decides to construct and as required in agreed experiments related thereto. Also, 
the Commission will lease to the Government of Portugal uranium enriched in 
the isotope U-235, subject to the terms and conditions provided herein, as may 
be required as initial and replacement fuel in the operation of such research reac- 
tors as the Government of Portugal may, in consultation with the Commission, 
decide to authorize private individuals or private organizations under its jurisdie- 
tion to construct and operate, provided the Government of Portugal shall at all 
times maintain sufficient control of the material and the operation of the reactor 
to enable the Government of Portugal to comply with the provisions of this 
agreement and the applicable provisions of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of Portugai shall not at any 
time be in excess of six (6) kilograms of contained U-235 in uranium enriched up 
to a maximum of twenty percent (20%) U-235, plus such additional quantity as, 
in the opinion of the Commission, is necessary to permit the efficient and con- 
tinuous operation of the reactor or reactors while replaced fuel elements are 
radioactively cooling in Portugal or while fuel elements are in transit, it being the 
intent of the Commission to make possible the maximum usefulness of the six 
(6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission, and except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article 
shall be at such charges and on such terms and conditions with respect to ship- 
ment and delivery as may be mutually agreed and under the conditions stated 
in Articles VI and VII. 

ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease through such means as it deems appropriate, to the 
Government of Portugal or authorized persons under its jurisdiction such reactor 
materials, other than special nuclear materials, as are not obtainable on the com- 
mercial market and which are required in the construction and operation of 
research reactors in Portugal. The sale or lease of these materials shall be on 
such terms as may be agreed. 

ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Portugal may deal directly 
with private individuals and private organizations in the other country. Accord- 
ingly, with respect to the subjects of agreed exchange of information as provided 
in Article I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, 
to, and perform services for, the Government of Portugal and such persons under 
its jurisdiction as are authorized by the Government of Portugal to receive and 
possess such materials and utilize such services, subject to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of Portugal. 


ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of Portugal or authorized 
persons under its jurisdiction if the transfer of any such materials or equipment 
and devices or the furnisuing of any such services involves the communication 
of Restricted Data. 

ARTICLE VI 


A. The Government of Portugal agrees to maintain such safeguards as are 
necessary to assure that the uranium enriched in the isotope U-235 leased from 
the Commission shall be used solely for the purpose agreed in accordance with 
this Agreement and to assure the safekeeping of this material. 

B. The Government of Portugal agrees to maintain such safeguards as are 
necessary to assure that all other reactor materials, including equipment and 
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devices, purchased in the United States of America under this Agreement by the 
Government of Portugal or authorized persons under its jurisdiction, shall be 
used solely for the design, construction, and operation of research reactors which 
the Government of Portugal decides to construct and operate and for research 
in connection therewith, except as may otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of Portugal egrees to maintain records relating to power levels of 
operation and burn-up of reactor fuels and to make annual reports to the Com- 
mission on these subjects. If the Commission requests, the Government of 
Portugal will permit Commission representatives to observe from time to time 
the condition and use of any leased material and to observe the performance of 
the reactor in which the material is used. 


ARTICLE VII—GUARANTIES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 1954 


'The Government of Portugal! guarantees that: 

A. Safeguards provided in Article V1 shall be maintained 

B. No material, including equipment and devices, transferred to the 
Government of Portugal or authorized persons under its jurisdiction, pursuant 
to this Agreement, by lease, sale, or otherwise will be used for atomic weapons 
or for research on or development of atomic weapons or for any other military 
purposes, and that no such material, including equipment and devices, will 
be transferred to unauthorized persons or beyond the jurisdiction of the 
Government of Portugal except as the Commission may agree to such trans- 
fer to another nation and then only if in the opinion of the Commission such 
transfer falls within the scope of 4n agreement for cooperation between the 
United States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into force on and remain in force until 

, inclusively, and shall be subject to renewal as may be mutually agreed 

At the expiration of this Agreement or an extension thereof the Government, of 

Portugal shall deliver to the United States all fuel elements containing reactor 

fuels leased by the Commission and any other fuel material leased by the Com- 

mission. Such fuel elements and such fuel materials shall be delivered to the 

Commission at a site in the United States designated by the Commission at the 

expense of the Government of Portugal, and such delivery shall be made under 
appropriate safeguards against radiation hazards while in transit. 


ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasi- 
bility of an additional agreement for cooperation with respect to the production 
of power from atomic energy in Portugal. 


ARTICLE X 


For the purposes of this Agreement: 

A “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives, 

B. “Equipment and devices” means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. “Research reactor” means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 
purposes, medical therapy, or training in nuclear science and engineering. 
The term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 
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D. The terms “Restricted Data’, “atomic weapon”, and “special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 


in duplicate in the English and Portuguese languages this 


For the Government of the United States of America: 
C. BURKE ELBRICK, 
CBE 6/14/55 
Deputy Assistant Secretary of State for European Affairs. 
Lewis L. STRAUSS, 
L. S. 6/14/55 
Chairman, U. S. Atomic Energy Commission. 


For the Government of Portugal: 
Luis Esteves FERNANDES, 
Luis Esteves Fernandes 6/14/55 
Ambassador of Portugal. 


June 14, 1955. 
'The PRESIDENT, 
The White House. 


Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy between the Government of Portugal and the 
Government of the United States of America," and authorize its execution after 
the proposed agreement has been placed before the Joint Committee on Atomie 
Energy in accordance with section 123ec of the Atomic Energy Act of 1954. This 
agreement has been negotiated by the Atomic Energy Commission and the Depart- 
ment of State pursuant to the Atomic Energy Act of 1954 and is, in the opinion 
of the Commission, an important and desirable step in advancing the development 
of the peaceful uses of atomic energy in Portugal, in accordance with the policy 
which you have established. The Government of Portugal has signified its agree- 
ment to the guaranties prescribed by the Atomic Energy Act and which are 
recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design 
construction and operation of research reactors, including related health and 
safety problems; the use of such reactors in medical therapy; and the use of radio- 
active isotopes in biology, medicine, agriculture and industry. Under the agree- 
ment Portugal, if it desires to do so, may engage United States companies to 
construct research reactors, and private industry in the United States will be 

rmitted, within the limits of the agreement, to render other assistance to 

ortugal. No restricted data would be communicated under this agreement. 
The Atomic Energy Commission, however, would lease to Portugal up to 6 kilo- 
vex of contained U-235 in uranium enriched up to à maximum of 20 percent 
1-235. 

'The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Portugal will 
lead to further discussions and agreements relating to the peaceful uses of atomic 
energy in Portugal. 

Respectfully yours, 
Lewis L. Strauss, Chairman. 


Tae Warre House, 
Washington, D. C., June 16, 1955. 
The Honorable L. L. STRAUSS, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear MR. Srrauss: Under date of June 14, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of Portugal and the Government of the United 
States for cooperation concerning the peaceful uses of atomic energy. The agree- 
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not be important from the military point of view and the limitation expressed 
will restrict Spain in determining the choice of reactor to be constructed to a 
research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Spain to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Spain. 

Sincerely yours, 
Lewis L. SrRAvss, Chairman. 


AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF SPAIN 


2M. the peaceful uses of atomic energy hold great promise for all mankind; 
anc 

WnEnREAs the Government of the United States of America and the Government 
of Spain desire to cooperate with each other in the development of such peaceful 
uses of atomic energy; and 

WnuEREAS there is well advanced the design and development of several types of 
research reactors (as defined in Article X of this Agreement); and 

WHEREAS res2arch reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities and 
at the same time are a means of affording valuable training and experience in 
nuclear science and engineering useful in the development of other peaceful uses of 
atomic energy including civilian nuclear power; and 

Wuereas the Government of Spain desires to pursue a research and develop- 
ment program looking toward the realization of the peaceful and humanitarian 
uses ol atomic energy and desires to obtain assistance from the Government of the 
United States of America and United States industry with respect to this program; 
and 

Whereas the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the *'Com- 
mission"), desires to assist the Government of Spain in such a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange informa- 
tion in the following fields: 
A. Design, construction and operation of research reactors and their 
use as research, development, and engineering tools and in medical therapy. 
B. Health and safety problems related to the operation and use of research 
reactors, 
C. The use of radioactive isotopes in physieal and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE 1I 


A. The Commission will lease to the Government of Spain uranium enriched 
in the isotope U-235, subject to the terms and conditions provided herein, as may 
be required as initial and replacement fuel in the operation of research reactors 
which the Government of Spain, in consultation with the Commission, decides to 
construct and as required in agreed experiments related thereto. Also, the Com- 
mission will lease to the Government of Spain uranium enriched in the isotope 
U-235, subject to the terms and conditions provided herein, as may be required 
as initial and replacement fuel in the operation of such research reactors as the 
Government of Spain may, in consultation with the Commission, decide to author- 
ize private individuals or private organizations under its jurisdiction to construct 
and operate, provided the Government of Spain shall at all times maintain suffi- 
cient control of the material and the operation of the reactor to enable the Gov- 
ernment of Spain to comply with the provisions of this Agreement and the appli- 
cable provisions of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of Spain shall not at any time 
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ment recites that the Government of Portugal desires to pursue a research and 
development program looking toward the realization of the peaceful and human- 
itarian uses of atomic energy and desires to obtain assistance from the Government 
of the United States and United States industry with respect to this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
&nd use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Government of Portugal special nuclear material 
for use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomie Energy Act of 1954 
and upon the recommendation of the Atomic Energy Commission, I hereby— 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of Portugal concerning 
the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomic 
Energy Commission and the Department of State after the proposed agree- 
ment has heen submitted to the Joint Committee on Atomic Energy of the 
United States Congress and a period of 30 days has elapsed while Congress 
is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Portugal, and that 
it will lead to further discussions and agreements relating to other peaceful uses 
of atomic energy in Portugal. 

Sincerely, 

DwicuT D. EisENHOWER. 


ArPENDIX XVII 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., June 17, 1955. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


DEAR SENATOR ANDERSON: Pursuant to section 123c of the Atomic Energy 
Act of 1954, there are submitted with this letter certified copies of the following: 
l. A proposed agreement for cooperation with the Government of Spain; 

2. A l-tter dated June 8, 1955, from the Commission to the President, 
recommending his approval of the proposed agreement; 

3. A letter dated E 9, 1955, from the President to the Commission, 
approving the proposed agreement, authorizing its execution, and containing 
his determination that it will promote and will not constitute an unreasonable 
risk to the common defense and security. 

This agreement, when executed, would make possible cooperation between the 
United States and Spain on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors 
in medical therapy; and the use of radioactive isotopes in biology, medicine, 
agriculture, and industry. Spain, if it desired to do so, would be able to engage 
United States companies to construct research reactors, and private industries 
in the United States will be permitted, within the limits of the Agreement, to 
render other assistance to Spain. No restricted data would be communicated 
under this agreement. The Atomic Energy Commission, however, would lease 
to Spain up to 6 kilograms of contained U-235 in uranium enriched up to a 
maximum of 20 percent U-235, plus such additional quentity as, in the opinion 
of the Commission, is necessary to permit the efficient and continuous operation 
of the reactor or reactors while replaced fuel elements are radioactively cooling 
in Spain or while fuel elements are in transit. The amount of special nuclear 
material which would be made available to Spain under this agreement would 
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ARTICLE VII—GUARANTIES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 1954 


The Government of Spain guaranties that: 

A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the 
Government of Spain or authorized persons under its jurisdiction, pursuant to 
this Agreement, by lease, sale, or otherwise, will be used for atomie weapons 
or for research on or development of atomic weapons or for any other military 

urposes, and that no such material, including equipment and devices, will 

> transferred to unauthorized persons or beyond the jurisdiction of the 
Government of Spain except as the Commission may agree to such transfer 
to another nation and then only if in the opinion of the Commission such 
transfer falls within the scope of an agreement for cooperation between the 
United States and the other nation. 


ARTICLE VIII 


This Agreement shall enter into force on and remain in force until 
, inelusively, and shall be subject to renewal as may be mutually 
agreed. 

At the expiration of this Agreement or an extension thereof the Government of 
Spain shall deliver to the United States all fuel elements containing reactor fuels 
leased by the Commission and any other fuel material leased by the Commission. 
Such fuel elements and such fuel materials shall be delivered to the Commission 
at a site in the United States designated by the Commission at the expense of the 
Government of Spain, and such delivery shall be made under appropriate safe- 
guards against radiation hazards while in transit. 


ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasi- 
bility of an additional aggrement for cooperation with respect to the production 
of power from atomic energy in Spain. 


ARTICLE X 


For the purposes of this Agreement: 

A. “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives. 

B. “Equipment and devices” means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. “Research reactor” means a reactor which is designed for the production 
of neutrons and other radiations for general research and development pur- 
poses, medical therapy, or training in nuclear science and engineering. The 
term does not cover power reactors, power demonstration reactors, Or re- 
actors designed primarily for the production of special nuclear materials. 

D. The terms “Restricted Data”, “atomic weapon”, and “special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 
DONE AT , in duplicate this _..... day of 
For the Government of the United States of America: 
Livinaston T. MERCHANT, 
ls T. M. June 7, 1955 
Assistant Secretary of State for European Affairs. 
Lewis L. STRAUSS, 
L. S. 6/7/55 
Chairman, U. S. Atomic Energy Commission. 
For the Government of Spain: 
Jose M. DE AREILZA, 
JA 6/7/55 
Ambassador of Spain. 
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be in excess of six (6) kilograms of contsined U-235 in uranium enriched up to a 
maximum of twenty percent (209) U-235, plus such additional quantity as, in 
the opinion of the Commission, is necessary to permit the efficient and continuous 
operation of the reactor or reactors while replaced fuel elements are radioactively 
cooling in Spain or while fuel elements are in transit, it being the intent of the 
Commission to make possible the maximum usefulness of the six (6) kilograms 
of said material. 

C. When any fuel elements containing U-235 leased by the Commission 
require replacement, they shall be returned to the Commission, and, except as 
may be agreed, the form and content of the irradiated fuel elements shall not be 
altered after their removal from the reactor and prior to delivery to the Commis- 
sion. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment and 
delivery as may be mutually agreed and under the conditions stated in Articles 
VI and VII. 

ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease through such means as it deems appropriate, to the 
Government of Spain or authorized persons under its jurisdiction such reactor 
materials, other than special nuclear materials, as are not obtainable on the 
commercial market and which are required in the construction and operation of 
research reactors in Spain, The sale or lease of these materials shall be on such 
terms as may be agreed. 

ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Spain may deal directly with 
private individuals and private organizations in the other country. Accordingly, 
with respect to the subjects of agreed exchange of information as provided in 
Article I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, 
to, and perform services for, the Government of Spain and such persons under its 
jurisdiction as are authorized by the Government of Spain to receive and possess 
such materials and utilize such services, subject to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of Spain. 


ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of Spain or authorized persons 
under its jurisdiction if the transfer of any such materials or equipment and devices 
= the furnishing of any such services involves the communication of Restricted 

ata. 


ARTICLE VI 


A. The Government of Spain agrees to maintain such safeguards as are neces- 
sary to assure that the uranium enriched in the isotope U-235 leased from the 
Commission shall be used solely for the purpose agreed in accordance with this 
Agreement and to assure the safekeeping of this material. 

B. The Government of Spain agrees to maintain such safeguards as are neces- 
sary to assure that all other reactor materials, including equipment and devices, 
purchased in the United States of America under this Agreement by the Govern- 
ment of Spain or authorized persons under its jurisdiction, shall be used solely 
for the design, construction, and operation of research reactors which the Govern- 
ment of Spain decides to construct and operate and for research in connection 
therewith, except as many otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of Spain agrees to maintain records relating to power levels of opera- 
tion and burn-up of reactor fuels and to make annual reports to the Commission 
on these subjects. If the Commission requests, the Government of Spain will 
permit Commission representatives to observe from time to time the condition 
and use of any leased material and to observe the performance of the reactor in 
which the material is used. 
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JuNE 8, 1955. 


The PRESIDENT, 
The White House. 

Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
egeta» the enclosed agreement entitled “Agreement for Cooperation Concerning 

ivil Uses of Atomic Energy Between the Government of Spain and the Govern- 
ment of the United States of America," and authorize its execution after the 

roposed agreement has been placed before the Joint Committee on Atomic 

;nergy in accordance with Section 123c of the Atomic Energy Act of 1954. 
This agreement has been negotiated by the Atomic Energy Commission and the 
Department of State pursuant to the Atomic Energy Act of 1954 and is, in the 
opinion of the Commission, an important and desirable step in advancing the 
development of the peaceful uses of atomic energy in Spain, in accordance with the 
policy which you have established. The Government of Spain has signified its 
agreement to the guaranties prescribed by the Atomic Energy Act and which are 
recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, 
construction and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture and industry. Under the agreement 
Spain, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Spain. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to Spain up to 6 kilograms of contained 
U-235 in uranium enriched up to a maximum of 20 percent U-235. 

The agreement expresses the hope ard expectation of the two Governments 
that this first stage of cooperation between the United States and Spain will 
lead to further discussions and agreements relating to the peaceful uses of atomic 
energy in Spain. 

tespectfully yours, 
LEwis L. SrRAvss, Chairman. 


Tue Warre HOUSE, 
Washington, June 9, 1955. 
The Honorable L. L. Srravss, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear Mr. Srravuss: Under date of June 8, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of Spain and the Government of the United States 
for cooperation concerning the peaceful uses of atomic energy. The agreement 
recites that the Government of Spain desires to pursue a research and development 
program looking toward the realization of the peaceful and humanitarian uses of 
atomic energy and desires to obtain assistance from the Government of the United 
States and United States industry with respect to this program. 

I have examined the agreement recommended. It calls for cooperation be- 
tween the two Governments with respect to the design, construction, and opera- 
tion of research reactors, including related health and safety problems; the use 
of such reactors as research, development, and engineering tools and in medical 
therapy; and use of radioactive isotopes in biology, medicine, agriculture, and 
industry. The agreement contains all of the guaranties prescribed by the Atomic 
Energy Act. No restricted data would be communicated under the agreement, 
but the Commission would lease to the Government of Spain special nuclear 
material for use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 
and upon the recommendation of the Atomic Energy Commission, I hereby— 

(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of Spain concerning 
the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will 
promote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Govern- 
ment of the United States by appropriate authorities of the United States 
Atomic Energy Commission and the Department of State after the proposed 
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agreement has been submitted to the Joint Committee on Atomic Energy 
of the United States Congress and a period of 30 days has eh:psed while 
Congress is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Spain, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Spain. 

Sincerely, 
Dwieut D. EISENHOWER. 


APPENDIX XVIII 


UwNir&o SrATES AToMIC ENERGY ConuwissiOoN, 
Washington 25, D. C., July 7, 1956. 
Hon. CuiNToN P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 

DEAR SENATOR ANDERSON: Pursuant to section 123c of the Atomic Energy 
Act of 1954, there are submitted with this letter certified copies of the following: 

1, A proposed agreement for cooperation with the Government of Sweden; 

2. A letter from the Commission to the President, recommending his 
approval of the proposed agreement; 

3. A letter from the President to the Commission, approving the proposed 
agreement, authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security. 

This agreement, when executed, wouid make possible cooperation between the 
United States and Sweden on the design, construction and operation of research 
reactors, including related health and safety problems; the use of such reactors 
in medical therapy; and the use of radioactive isotopes in biology, medicine, 
agriculture, and industry. Sweden, if it desired to do so, would be able to engage 
United States companies to construct research reactors, and private industries 
in the United States will be permitted, within the limits of the agreement, to 
render other assistance to Sweden. No restricted data would be communicated 
under this agreement. The Atomic Energy Commission, however, would lease 
to Sweden up to 6 kilograms of contained U-235 in uranium enriched up to a 
maximum of 20 percent U-235, plus such additional quantity as, in the opinion 
of the Commission, is necessary to permit the effieient and continuous operation 
of the reactor or reactors while replaced fuel elements are radioactively cooling 
in Sweden or while fuel elements are in transit. The amount of special nuclear 
material which would be made available to Sweden under this agreement would 
not be important from the military point of view and the limitation expressed 
will restrict Sweden in determining the choice of reactor to be construeted to & 
research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Sweden to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Sweden. 

Sincerely yours, 

L&wis L. SrRavss, Chairman. 


AGREEMENT FOR COOPERATION BETWEEN THE GOVERNMENT 
OF THE UNITED STATES OF AMERICA AND THE GOVERNMENT 
OF SWEDEN CONCERNING CIVIL USES OF ATOMIC ENERGY 


WHEREAS the peaceful uses of atomic energy hold great promise for all man- 
kind; and 

WHEREAS the Government of the United States of America and the Govern- 
ment of Sweden desire to cooperate with each other in the development of such 
peaceful uses of atomic energy ; and 

Wuereas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 
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WHEREAS research reactors are useful in the production of research quantities of 
radioisotopes, in medical therapy and in numerous other research activities and 
at the same time are a means of affording valuable training and experience in nuclear 
science and engineering useful in the development of other peaceful uses of atomic 
energy including civilian nuclear power; and 

Wuerpas the Government of Sweden desires to pursue a research and develop- 
ment program looking toward the realization of the peaceful and humanitarian 
uses of atomic energy and desires to obtain assistance from the Government of 
the United States of America and United States industry with respect to this 
program; and 

Wuereas the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the **Com- 
mission’’), desires to assist the Government of Sweden in such a program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the Parties hereto will exchange infor- 
mation in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE Il 


A. The Commission will lease to the Government of Sweden uraniura enriched 
in the isctope U-235, subject to the terms and conditions provided herein, as may 
be required as initial and replacement fuel in the operation of research reactors 
which the Government of Sweden, in consultation with the Commission, decides 
to construct and as required in agreed experiments related thereto. Also, the 
Commission will lease to the Government of Sweden uranium enriched in the 
isotope U-235, subject to the terms and conditions provided herein, as may be 
required as initial and replacement fuel in the operation of such research reactors 
as the Government of Sweden may, in consultation with the Commission, decide 
to authorize private individuals or private organizations under its jurisdiction to 
construct and operate, provided the Government of Sweden shall at all times 
maintain sufficient control of the material and the operation of the reactor to 
enable the Government of Sweden to comply with the provisions of this Agree 
ment and the applicable provisions of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of Sweden shall not at any 
time be in excess of six (6) kilograms of contained U-235 in uranium enriched up 
to a maximum of twenty percent (20%) U-235, plus such additional quantity as, 
in the opinion of the Commission, is necessary to permit the efticient and continu 
ous operation of the reactor or reactors while replaced fuel elements are radio- 
actively cooling in Sweden or while fuel elements are in transit, it being the inten 
of the Commission to make possible the maximum usefulness of the six (6) kilo- 
grams of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment and 
delivery as may be mutually agreed and under the conditions stated in Articles 


VI and VII. 


ARTICLE III 


Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease through such means as it deems appropriate, to the 
Government of Sweden or authorized persons under its jurisdiction such reactor 
materials, other than special nuclear materials, as are not obtainable on the 
commercial market and which are required in the construction and operation of 
research reactors in Sweden. The sale or lease of these materials shall be on such 
terms as may be agreed. 
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ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Sweden may deal directly 
with private individuals and private organizations in the other country. Accord- 
ingly, with respect to the subjeets of agreed exchange of information as provided 
in Article I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, to, 
and perform services for, the Government of Sweden and such persons under its 
jurisdiction as are authorized by the Government of Sweden to receive and possess 
such materials and utilize such services, subject to: 

A. Limitations in Article V. 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of Sweden. 


ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of Sweden or authorized 
persons under its jurisdiction if the transfer of any such materials or equipment 
and devices or the furnishing of any such services involves the communication 
of Restricted Data 

ARTICLE VI 


A. The Government of Sweden agrees to maintain such safeguards as are 
necessary to assure that the uranium enriched in the isotope U-235 leased from 
the Commission shall be used solely for the purposes agreed in accordance with 
this Agreement and to assure the safekeeping of this material. 

B. The Government of Sweden agrees to maintain such safeguards as are neces- 
sary to assure that all other reactor materials, including equipment and devices, 
purchased in the United States of America under this Agreement by the Govern- 
ment of Sweden or authorized persons under its jurisdiction, shall be used solely 
for the design, construction, and operation of research reactors which the Govern- 
ment of Sweden decides to construct and operate and for research in connection 
therewith, except as may otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of Sweden agrees to maintain records relating to power levels of 
operation and burn-up of reactor fuels and to make annual reports to the Com- 
mission on these subjects. If the Commission requests, the Government of 
Sweden will permit Commission representatives to observe from time to time the 
condition and use of any leased material and to observe the performance of the 
reactor in which the material is used. 


ARTICLE VII-~-GUARANTIES PRESCRIBED BY THE UNITED STATES ATOMIC ENERGY 
ACT OF 1954 


The Government of Sweden guarantees that: 

A. Safeguards provided in Article VI shall be maintained, 

B. No material, including equipment and devices, transferred to the 
Government of Sweden or authorized persons uncer its jurisdiction, pursuant 
to this Agreement, by lease, sale, or otherwise will be used for atomic weapons 
of for research on or development of atomic weapons or for any other military 
purposes, and that no such material, including equipment and devices, will be 
transferred to unauthorized persons or beyond the jurisdiction of the Govern- 
ment of Sweden except as the Commission may agree to such transfer to 
another nation and then only if in the opinion of the Commission such trans- 
fer falls within the scope of an agreement for cooperation between the United 
States and the other nation. 


ARTICLE VIII 


Tis agreement shall enter into force on . and remain in force until 
, inelusively, and shall be subject to renewal as may be mutually 


agreed. 

At the expiration of this Agreement or any extension thereof the Government 
of Sweden shall deliver to the United States all fuel elements containing resctor 
fuels leased by the Commission and any other fuel material leased by the Com- 
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mission. Such fuel elements and sueh fuel materials shall be delivered to the Com- 
mission at a site in the United States designated by the Commission at the 
expense of the Government of Sweden, and such delivery shall be made under 
appropriate safeguards against radiation hazards while in transit. 


ARTICLE IX 


It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the parties will consult with each other from time to time concerning the feasi- 
bility of an additional agreement for cooperation with respect to the production 
of power from atomic energy in Sweden. 


ARTICLE X 


For purposes of this Agreement: 
A. “Commission” means the United States Atomic Energy Commission 
or its duly authorized representatives. 
B. “Equipment and devices’? means: any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 
C. “Research reactor” means a reactor which is designed for the produc- 
tion of neutrons and other radiations for general research and development 
urposes, medical therapy, or training in nuclear science and engineering. 
he term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 
D. The terms “Restricted Data”, “atomic weapon”, and “special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


ĪN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 


Done at Washington in duplicate this day of 


For the Government of the United States of America: 
C. BURKE ELBRICK, 
C. B-E. 7/1/55 
Deputy Assistant Secretary of State for European Affairs. 
Lewis L. STRAUSS, 
L. S. 7/1/55 


Chairman. U. S. Atomic Energy Commission. 


For the Government of Sweden: 


CARL L. DoUGLAs, 
C. D. 7/1/55 
Charge d' Affaires ad interim of Sweden. 


Jury 5, 1955. 
The PRESIDENT, 


The White House. 


Dear Mr. Presipenr: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled “Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy Between the Government of Sweden and the Gov- 
ernment of the United States of America,” and authorize its execution after the 

roposed agreement has been placed before the Joint Committee on Atomic 
jte in accordance with section 123c of the Atomic Energy Act of 1954. This 
agreement has been negotiated by the Atomie Energy Commission and the De- 
partment of State pursuant to the Atomic Energy Act of 1954 and is, in the opinion 
of the Commission, an important and desirable step in advancing the development 
of the peaceful uses of atomic energy in Sweden, in accordance with the policy 
which you have established. The Government of Sweden has signified its agree- 
ment to the guaranties prescribed by the Atomic Energy Act and which are 
recorded in the proposed agreement. 
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The proposed agreement calls for cooperation with respect to the design, con- 
struction and operation of research reactors, including related health and safety 

roblems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Sweden, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Sweden. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would loose to Sweden up to 6 kilograms of con- 
tained U-235 in uranium enriched up to a maximum of 20 percent U-235 

The agreement expresses the hope and expectation of the two Governments that 
this first stage of cooperation between the United States and Sweden will lead to 
further discussions and agreements relating to the peaceful uses of atomic energy 
in Sweden. 

Respectfully, 
Lewis L. Strauss, Chairman. 


Tae Warre HoUsE, 
Washington, July ?, 1955. 
The Honorable L. L. SrnAvss, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear Mr. Strauss: Under date of July 5, 1955, you informed me that the 
Atomic Energy @ommission had recommended that I approve a proposed agree- 
ment between the Government of Sweden and the Government of the United 
States for cooperation concerning the peaceful uses of atomic energy. The agree- 
ment recites that the Government of Sweden desires to pursue a research and 
development program looking toward the realization of the peaceful and humani- 
tarian uses of atomic energy and desires to obtain assistance from the Government 
of the United States and United States industry with respect to this program 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy 
and use of radioactive isotopes in biology, medicine, agriculture, and industry 
The agreement contains all of the guaranties prescribed by the Atomie Energy 
Act. No restricted data would be communicated under the agreement, but the 
Commission would lease to the Government of Sweden special nuclear material 
for use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 and 
upon the recommendation of the Atomic Energy Commission, I hereby— 


(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of Sweden concerning 
the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will pro- 
mote and will not constitute an unreasonable risk to the common defense and 
security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Govern- 
ment of the United States by appropriate authorities of the United States 
Atomic Energy Commission and the Department of State after the proposed 
agreement has been submitted to the Joint Committee on Atomic Energy 
of the United States Congress and a period of 30 days has elapsed while 
Congress is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Sweden, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Sweden. 

Sincerely, 

Dwiaur D. EISENHOWER., 
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APPENDIX XIX 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., June 16, 1955. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 
Dear Senator ANDERSON: Pursuant to section 123¢ of the Atomic Energy 
Act of 1954, there is submitted with this letter: 


(1) A proposed agreement for cooperation with the Government of Switzer- 
land; 

(2) A letter from the Commission to the President, dated June 10, 1955, 
recommending his approval of the proposed agreement; 

(3) A letter dated June 14, 1955, from the President to the Commission, 
approving the proposed agreement, authorizing its execution, and containing 
his determination that the proposed agreement will promote and will not con- 
stitute an unreasonable risk to the common defense and security. 


The proposed agreement relates to the sale to the Swiss Government of the 
research reactor which the United States will construct and operate in Geneva, 
Switzerland, in connection with the forthcoming International Conference on 
Peaceful Uses of Atomic Energy, to the exchange of information relating to that 
reactor, and to the lease of special nuclear material for reactor fuel. ‘The sales 
price to the Swiss Government is $180,000 as determined from the fair salvage 
value of the reactor in place in Geneva. 

No restricted data will be communicated to the Swiss under the proposed agree- 
ment. The Atomic Energy Commission, however, would lease to the Swiss Com- 
mission for Nuclear Research as initial and replacement fuel in the operation of 
the research reactor purchased up to 6 kilograms of contained U-235 in uranium 
enriched up to a maximum of 20 percent U-235, plus such additional quantity as, 
in the opinion of the Atomic Energy Commission, is necessary to permit the 
efficient and continuous operation of the reactor while replaced fuel elements 
are radioactively cooling in Switzerland or while fuels are in transit. 

Under the proposed agreement the Swiss Government agrees to restore the site 
of the United States reactor, reactor building, and exhibits at the United Nations 
grounds in Geneva to its original condition and to bear all costs associated with 
the removal of the reactor from the United Nations grounds for reassembly, and 
operation at a new site in Switzerland. We understand that the Swiss tenatively 
plan to locate the research reactor in Wurelingen Commune, Aargau Canton, near 
the site of the natural uranium heavy-water reactor which the Swiss plan to 
construct. 

Article VI of the proposed agreement records the obligations undertaken by the 
Swiss with respect to safeguarding the special material to be leased by the Com- 
mission, and article VII contains the guaranties prescribed by section 123a of the 
Atomic Energy Act. 

It is the judgment of the Commission that the proposed agreement is an 
important and desirable step in advancing the development of the peaceful uses 
of atomic energy in Switzerland. 

Sincerely yours, 
Lewis L. STRAUSS, Chairman. 


AGREEMENT FOR COOPERATION 


ÅGREEMENT FOR COOPERATION between the GOVERNMENT of the UNITED 
States oF AMERICA and the GOVERNMENT OF SWITZERLAND relating to the sale 
and purchase of a research reactor, the exchange of information relating thereto, 
and the lease of special nuclear material, 

WHEREIN IT IS MUTUALLY AGREED AS FOLLOWS: 


ARTICLE I 


A. At the conclusion of the international conference on the peaceful uses of 
atomic energy sponsored by the United Nations and to be held in Geneva, Switzer- 
land during August 1955, the Government of the United States of America, 
through the United States Atomic Energy Commission (hereinafter referred to 
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as the “United States Commission") will sell to the Swiss Commission for Nuclear 
Research (hereinafter referred to as the “Swiss Commission”) and the Swiss 
Commission, for the Government of Switzerland, will purchase the research type 
nuclear reactor which the Government of the United States of America will con- 
struct, locate, and operate in Geneva, Switzerland in connection with the afore- 
said international conference, together with the reactor building, associated 
machinery, and exhibits. 

B. The sale and purchase shall be consummated on an “as is, where is” basis, 
and the passage of title shall be evidenced by such documents as both Govern- 
ments may deem appropriate. 

C. The price of the reactor, reactor building, associated machinery, and ex- 
hibits to the Government of Switzerland shall be One Hundred Eighty Thousand 
dollars ($180,000.00), payment to be made in United States currency at the time 
of passage of title. 

D. It is understood and agreed that 

(1) The sale and purchase shall not include fuel in the reactor or in 
Switzerland in connection with the operation of the reactor by the Govern- 
ment of the United States at the international conference, and all reactor fuel 
made available to the Swiss Commission by the United States Commission 
shall be subject to the terms of Article III of this Agreement. 

(2) Any reactor fuel in excess of the limitations on quantity expressed in 
Article III of this Agreement, in Geneva, Switzerland at the conclusion of 
the international conference shall be returned to the United States of America 
by the United States Commission. 

(3) In the event the Swiss Commission should decide to locate the reactor, 
reactor building, associated machinery, and exhibits at some location in 
Switzerland other than at its site in Geneva, after title thereto has passed to 
the Government of Switzerland, such relocation (including dismantling, 
shipment, reassembly, and start-up) shall be at the sole expense of the Govern- 
ment of Switzerland, and the Government of Switzerland, also at its expense, 
shall be responsible for restoring to its original condition the site in Geneva 
at which the reactor and reactor building were located by the Government 
of the United States of America. 


ARTICLE Ul 


Subject to the limitations of Article VI of this Agreement, the United States 
Commission will exchange with the Swiss Commission information relating to the 
reactor which is the subject of sale to the Swiss Commission and, particularly, 
information relating to 

A. The design, construction and operation of the reactor and its use as a 
research tool; 

B. Health and safety problems in the operation and use of the reactor; 

C. The use of radioactive isotopes produced in the reactor. 


ARTICLE III 


A. The United States Commission will lease to the Swiss Commission uranium 
enriched in the isotope U-235 as may be required as initial and replacement fuel in 
the operation of the reactor by the Swiss Commission and as required in experi- 
ments related thereto pertaining wholly to the development of the peaceful uses 
of atomic energy. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
United States Commission and in the eustody of the Swiss Commission shall not at 
any time be in excess of six (6) kilograms of contained U-235 in uranium enriched 
up to a maximum of twenty percent (20%), plus such additional quantity as, in 
the opinion of the Commission, is necessary to permit the efficient and continuous 
operation of the reactor while replaced fuel elements are radioactively cooling in 
Switzerland or while fuel elements are in transit, it being the intent of the United 
States Commission to make possible the maximum usefulness of the six (6) kilo- 
grams of material. 

C. When any fuel elements containing U-235 leased by the United States 
Commission to the Swiss Cominission require replacements, they shall be returned 
and delivered to the United States Commission at a site in the United States 
designated by the United States Commission at the expense of the Swiss Commis- 
sion, and such delivery shall be made under appropriate safeguards against 
radiation hazards while in transit. Except as may be mutually agreed, the form 
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and content of the irradiated fuel elements shall not be altered after their removal 
from the reactor and prior to delivery to the United States Commission. 

D. The lease of uranium enriched in the isotope U-235 shall be at such charges 
and on such terms and conditions with respect to shipment and delivery as may 
be mutually agreed, and under the conditions stated in Article VII and IX. 


ARTICLE IV 


Subject to the availability of supply and as may be mutually agreed, the 
United States Commission will sell or lease, through such means as it deems 
appropriate, to the Swiss Commission such reactor materials, other than special 
nuclear materials, as are not obtainable on the commercial market and which are 
required in the operation of the reactor in Switzerland. The sale or lease of these 
materials shall be on such terms as may be agreed. 


ARTICLE V 


If, during the term of this Agreement, the Government of Switzerland, or au- 
thorized agencies (including the Swiss Commission), persons or organizations under 
its jurisdiction, desire to utilize the services of private persons or organizations 
under the jurisdiction of the Government of the United States of America in 
connection with the disassembling, relocation, assembling start-up and operation 
and use of the reactor or in connection with research and development activities 
related thereto (including the sale and export of reactor materials), the United 
States Commission will authorize persons or organizations under the jurisdiction 
of the Government of the United States of America to perform such services 
within the limits of this Article and the subjects of agreed exchange of information 
provided in Article II and subject to 

A. The limitations expressed in Article VI of this Agreement and 
B. All applicable laws, regulations and licensing requirements of the 
Government of the United States of America and the Government of Switzer- 
land. 
ARTICLE VI 


Restricted Data shall not be communicated under this Agreement, and no 
materials or services shall be furnished under this Agreement to the Government 
of Switzerland, its authorized agencies or nationals if the transfer of any such 
materials or the furnishing of any such services involves the communication of 
the Restricted Data. 

ARTICLE VII 


The Government of Switzerland agrees that the reactor purchased from the Gov- 
ernment of the United States of America shall be used solely for research purposes 
related to the development of the peaceful, beneficial, and humanitarian uses of atomic 
energy, and that it will maintain such safeguards as are necessary to assure that 
the uranium enriched in the isotope U-235 leased from the United States Commis- 
sion and all other reactor materials purchased in the United States or leased from 
the United States Commission shall be used solely in the said reactor for such 
purposes. "The Government of Switzerland agrees also that it will maintain such 
safeguards as are necessary to assure the safekceping of any uranium enriched in 
the isotope U-235 which the Swiss Commission may lease from the United States 
Commission. 

ARTICLE VIII 


The Swiss Commission and the United States Commission will exchange 
information concerning the operation and use of the reactor and research conducted 
in connection therewith, including information relating to power levels of operation 
and burn-up of reactor fuels. Subject to the limitations of Article VI, special 
questions relating to the reactor may be discussed through personal contact 
between representatives of the Swiss Commission and the United States Commission. 


ARTICLE IX 


The Government of Switzerland guarantees that: 
A. The safeguards undertaken in Article VIT shall be maintained. 
B. No material, including the reactor transferred to the Swiss Commission 
pursuant to this Agreement, by lease, sale or otherwise, will be used for 
atomic weapons or for research on or development of atomic weapons or 
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for any other military purposes, and no such material, including the research 
reactor and special nuclear material leased to the Swiss Commission, will be 
transferred to unauthorized persons or beyond the jurisdiction of the Govern- 
ment of Switzerland. 


ARTICLE X 


A. This Agreement shall enter into force on and remain in force 
for five years until inclusively. At the expiration of this term, the 
Agreement shall be renewed automatically for another period of five (5) years 
unless either the Government of the United States of America or the Government 
of Switzerland shall, upon three (3) months notice to the other Government, 
announce its intention to terminate the Agreement on the aforesaid expiration 
date. 

B. At the expiration of this Agreement, or an extension thereof, the Govern- 
ment of Switzerland shall deliver to the Government of the United States of 
America all fuel elements containing reactor fuels and any other fuel material 
leased by the United States Commission, Such fuel elements and fuel materials 
shall be delivered to the United States Commission at a site in the United States 
designated by the United States Commission at the expense of the Government 
of Switzerland, and such delivery shall be made under appropriate safeguards 
against radiation hazards while in transit, 


ARTICLE XT 


For purposes of this Agreement: 


A. "Reactor" means an apparatus, other than an atomic weapon, in which 
a self-supporting chain reaction can be maintained. ‘‘Research reactor’’ means 
a reactor which is designed for the production of neutrons and other radia- 
tions for general research and development purposes, medical therapy, or 
training in nuclear science and engineering; and the term does not include 
reactor designed for the production of power, for demonstrating the produc- 
tion of power, or primarily for the production of special nuclear material. 

B. “The reactor” or “the research reactor” means the reactor to be con- 
structed, located, and operated in Geneva, Switzerland by the Government 
of the United States of America in connection with the International Con- 
ference on the Peaceful Uses of Atomic Energy sponsored by the United 
Nations and to be held at Geneva, Switzerland in August 1955. 

C. “Restricted Data" means all data concerning (1) desien, manufacture, 
or utilization of atomie weapons; (2) the production of special nuclear 
material; or (3) the use of special nuclear material in the production of 
energy, but shall not include data declassified or removed from the Restricted 
Data categorv bv the United States Commission. 

D. “Atomic Weapon” means any device utilizing atomic energy, exclusive 
of the means for transporting or propelling the device (where such means is 
& separable and divisible part of the device), the principal purpose of which 
is for use as, or for development of, a weapon, a weapon prototype, or a 
weapon test device. 

E. “Special nuclear material" means (1) plutonium, uranium enriched in 
the isotope 233 or in the isotope 235, and any other material which the 
United States Commission may from time to time determine is special nuclear 
material; or (2) any material artificially enriched by any of the foregoing. 


IN WITNESS WHEREOF, the duly authorized representatives of the Government 
of the United States of America and of the Government of Switzerland have 
signed this Agreement. 


Dons at Washington in duplicate this day of 1955. 
For the Government of the United States of America: 
Livineston T. Mercnanr, 
Assistant Secretary of State for European Affairs. 
Lewis L. STRA Uss, 
Chairman, U. S. Atomic Energy Commission. 
For the Government of Switzerland: 
HENRY DE TORRENTE, 
Minister of Switzerland. 
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UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., June 10, 1955. 
The PRESIDENT, 
The White House. 

Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed proposed “Agreement for Cooperation” between the Gov- 
ernment of Switzerland and the Government of the United States of America, 
and authorize its execution after it has been placed before the Joint Committee on 
Atomic Energy of the Congress in accordance with section 123c of the Atomic 
Energy Act of 1954. 

The proposed agreement relates to the sale to the Swiss Government of the 
research reactor which the United States will construct and operate in Geneva, 
Switzerland, in connection with the forthcoming International Conference on 
Peaceful Uses of Atomic Energy, to the exchange of information relating to the 
reactor, and to the lease of special nuclear material for reactor fuel. The sales 
price to the Swiss Government is $180,000 as determined from the fair salvage 
value of the reactor in place in Geneva. Under the agreement, the Swiss Govern- 
ment agrees to restore the site at the United Nations grounds to its original con- 
dition and to bear all costs associated with the removal of the reactor from 
United Nations grounds, transportation, reassembly, and operation at a new site 
in Switzerland. We understand that the Swiss tentatively plan to loeate the 
research reactor in Wurelingen Commune, Aargan Canton, near the site of the 
proposed Swiss natural uranium heavy-water reactor. 

No restricted data would be communicated to the Government of Switzerland 
under this agreement. The Atomic Energy Commission, however, would lease 
to the Swiss Commission for Nuclear Research as initial and replacement fuel in 
the operation of the research reactor up to 6 kilograms of contained U-235 in 
uranium enriched up to a maximum of 20 percent U-235, plus such additional 
quantity as, in the opinion of the United States Commission, is necessary to per- 
mit the efficient and continuous operation of the reactor while replaced fuel 
elements are radioactively cooling in Switzerland or while fuel elements are in 
transit. 

The Government of Switzerland has signified its agreement to the guarantees 
prescribed by the Atomic Energy Act and which are recorded in the proposed 
agreement. 

It is the opinion of the Atomic Energy Commission that the proposed agreement 
is an important and desirable step in advancing the development of the peaceful 
uses of atomic energy in Switzerland, in accordance with the policy which you 
have established. 

Respectfully yours, 
Lewis L. Strauss, Chairman. 


Tse Warre House, 
Washington, June 14, 1955. 
The Honorable L. L. Srravss, 
Chairman, Atomic Energy Commission, 


Washington, D. C. 


DgAR Mz. Srnavss: Under date of June 10, 1955, you informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment for cooperation between the Government of Switzerland and the Govern- 
ment of the United States of America and authorize its execution, 

I have examined the agreement recommended. It relates to the sale to the 
Swiss Government of the research reactor which the United States will construct 
and operate in Geneva, Switzerland, in connection with the International Con- 
ference on Peaceful Uses of Atomic Energy to be held in Geneva this coming 
August. The proposed agreement also calls for the exchange with the Swiss 
Commission for Nuclear Research of information relating to the design, eonstruc- 
tion, and operation of the reactor and its use as a research tool, health and safety 
problems connected with the operation and use of the reactor, and the use of 
radioactive isotopes produced in the reactor. 

No restricted data would be communicated to the Government of Switzerland 
under the proposed agreement; however, the United States Atomic Exergy Com- 
mission would lease to the Swiss Commission for Nuclear Research as initial and 
replacement fuel in the operation of the research reactor up to 6 kilograms of 
contained U-235 in uranium enriched up to a maximum of 20 percent U-235, 
plus such additional quantity as, in the opinion of the United States Commission, 
is necessary to permit the efficient and continuous operation of the reactor while 
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replaced fuel elements are radioactively cooling in Switzerland or while fuel 
elements are in transit. 

Your letter, recommending approval of the proposed agreement, states the 
opinion of the Atomic Energy Commission that the proposed agreement is an 
important and desirable step in advancing the development of the peaceful uses 
of atomie energy in Switzerland. 

Accordingly, pursuant to the provisions of section 123 of the Atomie Energy 
Act of 1954 and upon the recommendation of the Atomic Energy Commission, 
I hereby — 

(1) Approve the within proposed agreement for cooperation between the 
Governmen; of the United States and the Government of Switzerland concerning 
the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will promote 
and will not constitute an unreasonable risk to the common defense and security 
of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government of 
the United States by appropriate authorities of the United States Atomic Energy Com- 
mission and the Department of State after the proposed agreement has been sub- 
mitted to the Joint Committee on Atomic Energy of the United States Congress 
and a period of 30 days has elapsed while Congress is in session. 

Sincerely, 
DwianT D. EisENHOWER, 


APPENDIX XX 


UNITED STATES ATOMIC ENERGY COMMISSION, 
Washington 25 D. C., July 7, 1935. 
Hon. CriNTON P. ANDERSON, 
Chairman, Joint Commilice on Atomic Energy, 
Congress of the United States. 
Dear Senator ANDERSON: Pursvant to section 123c of the Atomic Energy Act 
of 1954, there are submitted with this letter certified copies of the following: 


l. A proposed agreement for cooperation with the Government of the 
Oriental Republic of Uruguay; 

2. A letter from the Commission to the President, recommending his 
approval of the proposed agreement; 

3. A letter from the President to the Commission, approving the proposed 
agreement, authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security. 


This agreement, when executed, would make possible cooperation between the 
United States and Uruguay on the design, construction, and operation of research 
reactors, including related health and safety problems; the use of such reactors in 
medical therapy; and the use of radioactive isotopes in biology, medicine, agricul- 
ture, and industry. Uruguay, if it desired to do so, would be able to engage 
United States companies to construct research reactors, and private industries in 
the United States will be permitted, within the limits of the agreement, to render 
other assistance to Uruguay. No restricted data would be communicated under 
this agreement. The Atomic Energy Commission, however, would lease to 
Uruguay up to 6 kilograms of contained U-235 in uranium enriched up to a 
maximum of 20 percent U-235, plus such additional quantity as, in the opinion 
of the Commission, is necessary to permit the efficient and continuous operation 
of the reactor or reactors while replaced fuel elements are radioactively cooling 
in Uruguay or while fuel elements are in transit. The amount of special nuclear 
material which would be made available to Uruguay under this agreement would 
not be important from the military point of view and the limitation expressed will 
restrict Uruguay in determining the choice of reactor to be constructed to a 
research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Uruguay to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation will lead to further development of the peaceful 
uses of atomic energy in Uruguay. 

Sincerely yours, Lewis L. Strauss, Chairman, 
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AGREEMENT FOR COOPERATION BETWEEN THE GOVERNMENT 
OF THE UNITED STATES OF AMERICA AND THE GOVERNMENT 
OF THE ORIENTAL REPUBLIC OF URUGUAY CONCERNING CIVIL 
USES OF ATOMIC ENERGY 


AD the peaceful uses of atomic energy hold great promise for all mankind; 
an 

Wuereas the Government of the United States of America and the Govern- 
ment of the Oriental Republic of Uruguay desire to cooperate with each other 
in the development of such peaceful uses of atomic energy; and 

WueEreas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

WHEREAS research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities 
and at the same time are a means of affording valuable training and experience 
in nuclear science and engineering useful in the development of other peaceful 
uses of atomic energy including civilian nuclear power; and 

Wuereas the Government of the Oriental Republic of Uruguay desires to 
pursue a research and development program looking toward the realization of 
the peaceful and humanitarian uses of atomic energy and desires to obtain assist- 
ance from the Government of the United States of America and United States 
industry with respect to this program; and 

WnEREAS the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the **Com- 
mission"), desires to assist the Government of the Oriental Republic of Uruguay 
in such à program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the Parties hereto will exchange informa- 
tion in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE II 


A. The Commission will lease to the Government of the Oriental Republic of 
Uruguay uranium enriched in the isotope U-235, subject to the terms and condi- 
tions provided herein, as may be required as initial and replacement fuel in the 
operation of research reactors which the Government of the Oriental Republic of 
Uruguay, in consultation with the Commission, decides to construct and as re- 
quired in agreed experiments related thereto. Also, the Commission will lease 
to the Government of the Oriental Republic of Uruguay uranium enriched in the 
isotope U-235, subject to the terms and conditions provided herein, as may be 
required as initial and replacement fuel in the operation of such research reactors 
as the Government of the Oriental Republic of Uruguay may, in consultation with 
the Commission, decide to authorize private individuals or private organizations 
under its jurisdiction to construct and operate, provided the Government of the 
Oriental Republic of Uruguay shall at all times maintain sufficient control of the 
material and the operation of the reactor to enable the Government of the Oriental 
Republic of Uruguay to comply with the provisions of this Agreement and the 
applicable provisions of the lease arrangement. 

B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Oriental Republic of 
Uruguay shall not at any time be in excess of six (6) kilograms of contained U~235 
in uranium enriched up to a maximum of twenty percent (2095) U-235, plus such 
additional quantity as, in the opinion of the Commission, is necessary to permit 
the efficient and continuous operation of the reactor or reactors while replaced 
fuel elements are radioactively cooling in Uruguay or while fuel elements are in 
transit, it being the intent of the Commission to make possible the maximum use- 


fulness of the six (6) kilograms of said material. 
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C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment and 
delivery as may be mutually agreed and under the conditions stated in Articles 


Vi and VII. 


ARTICLE Ill 


Subject to the availability of supply and as may be mutually agreed, the Com- 
mission will sell or lease through such means as it deems appropriate, to the 
Government of the Oriental Republie of Uruguay or ———— persons under its 
jurisdiction such reactor materials, other than special nuclear materials, as are 
not obtainable on the commercial market and which are required in the con- 
struction and operation of research reactors in Uruguay. The sale or lease of 
these materials shal] be on such terms as may be agreed. 


ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations in either the United States or Uruguay may deal directly 
with private individuals and private organizations in the other country. Accord- 
ingly, with respect to the subjects of agreed exchange of information as provided 
in Article I, the Government of the United States will permit persons under its 
jurisdiction to transfer and export materials, including equipment and devices, 
to, and perform services for, the Government of the Oriental Republic of Uruguay 
and such persons under its jurisdiction as are authorized by the Government of 
the Oriental Bepublic of Uruguay to receive and possess such materials and utilize 
such services, subject to: 

A. Limitations in Article V. 

B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States and the Government of the Oriental Republic of 
Uruguay 

ARTICLE V 


Restricted Data shall not be communicated under this Agreement, and no 
materials or equipment and devices shall be transferred and no services shall be 
furnished under this Agreement to the Government of the Oriental Republic of 
Uruguay or authorized persons under its jurisdiction if the transfer of any such 
materials or equipment and devices or the furnishing of any such services involves 
the communication of Restricted Data. 


ARTICLE VI 


A. The Government of the Oriental Republic of Uruguay agrees to maintain 
such safeguards as are necessary to assure that the uranium enriched in the 
isotope U-235 leased from the Commission shall be used solely for the purpose 
agreed in accordance with this Agreement and to assure the safekeeping of this 
material. 

B. The Government of the Oriental Republie of Uruguay agrees to maintain 
such safeguards as are necessary to assure that all other reactor materials, includ- 
ing equipment and devices, purchased in the United States of America under this 
Agreement by the Government of the Oriental Republic of Uruguay or authorized 
persons under its jurisdiction, shall be used solely for the design, construction, 
and operation of research reactors which the Government of the Oriental Republic 
of Uruguay decides to construct and operate and for research in connection there- 
with, except as may otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Oriental Republie of Uruguay agrees to maintain records 
relating to power levels of operation and burn-up of reactor fuels and to make 
annual reports to the Commission on these subjects. If the Commission requests, 
the Government of the Oriental Republie of Uruguay will permit Commission 
representatives to observe from time to time the condition and use of any leased 
material and to observe the performance of the reactor in which the material is 


used, 
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ARTICLE VII—GUARANTIES PRESCRIBED BY THE UNITED STATES ATOMIC ENERGY 
ACT OF 1954 


The Government of the Oriental Republic of Uruguay guarantees that: 


A. Safeguards provided in Article VI shall be maintained. 

B. No material, including equipment and devices, transferred to the 
Government of the Oriental Republic of Uruguay or authorized persons 
under its jurisdiction, pursuant to this Agreement, by lease, sale, or otherwise 
will be used for atomic weapons or for research on or development of atomic 
weapons or for any other military purposes, and that no such material, 
including equipment and devices, will be transferred to unauthorized persons 
or beyond the jurisdiction of the Government of the Oriental Republic of 
Uruguay except as the Commission may agree to such transfer to another 
nation and then only if in the opinion of the Commission such transfer falls 
within the scope of an agreement for cooperation between the United States 
and the other nation. 

ARTICLE VIII 


This Agreement shall enter into force on and remain in force 
until , inclusively, and shall be subject to renewal as may be mutually 
agreed. 

At the expiration of this Agreement or an extension thereof the Government 
of the Oriental Republic of Uruguay shall deliver to the United States all fuel 
elements containing reactor fuels leased by the Commission and any other fuel 
material leased by the Commission. Such fuel elements and such fuel materials 
shall be delivered to the Commission at a site in the United States designated 
by the Commission at the expense of the Government of the Oriental Republic 
of Uruguay, and such delivery shall be made under appropriate safeguards 
against radiation hazards while in transit. 


ARTICLE IX 


It is the hope and expectation of the Parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors. Accordingly, 
the Parties will consult with each other from time to time concerning the feasi- 
bility of an additional agreement for cooperation with respect to the production 
of power from atomic energy in Uruguay. 


ARTICLE X 


For the purposes of this Agreement: 

A. "Commission" means the United States Atomic Energy Commission 
or its duly authorized representatives. 

B. *Equipment and devices" means any instrument or apparatus, and 
includes research reactors, as defined herein, and their component parts. 

C. “Research reactor” means a reactor which is designed for the production 
of neutrons and other radiations for general research and development pur- 
poses, medical therapy, or training in nuclear science and engineering. The 
term does not cover power reactors, power demonstration reactors, or reactors 
designed primarily for the production of special nuclear materials. 

D. The terms “Restricted Data”, “atomic weapon”, and “special nuclear 
material" are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the Parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 


Done at Washington in duplicate this ...... day of 


For the Government of the United States of America: 
Epwarp J. Sparks, 
EJS 6/24/55 
Acting Assistant Secretary of State for Inter-American Affairs. 
Lewis L. Srrauss, 
LS 6/23/55 
Chairman, U. S. Atomic Energy Commission. 
For the Government of the Oriental Republic of Uruguay: 
Jose A. MORA, 
JAM 6/24/55 
Ambassador of the Oriental Republic of Uruguay. 
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JuLY 1, 1955. 
The PRESIDENT, 
The White House. 


Dear Mr. Presipent: The Atomic Energy Commission recommends that you 
approve the enclosed agreement entitled **Agreement for Cooperation Concerning 
Civil Uses of Atomie Energy Between the Government of the Oriental Republic 
of Uruguay and the Government of the United States of America," and authorize 
its execution after the proposed agreement has been placed before the Joint 
Committee on Atomic Energy in accordance with section 123e of the Atomie 
Energy Act of 1954. This agreement has been negotiated by the Atomie Energy 
Commission and the Department of State pursuant to the Átomic Energy Act of 
1954 and is, in the opinion of the Commissien, an important and desirable step in 
advancing the development of the peaceful uses of atomic energy in Uruguay, in 
accordance with the policy which you have established. The Government of the 
Oriental Republic of Uruguay has signified its agreement to the guaranties pre- 
scribed by the Atomic Energy Act and which are recorded in the proposed 
agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction and operation of research reactors, including related health and safety 
problems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Uruguay, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the agreement, to render other assistance to Uruguay. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to Uruguay up to 6 kilograms of 
contained U-235 in uranium enriched up to a maximum of 20 percent U-235. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Uruguay will 
lead to further discussions and agreements relating to the peaceful uses of atomic 
energy in Uruguay. 

Respectfully, 
Lewis L. Srravuss, Chairman. 


Tug WurrE Hovsk, 
Washington, July 7, 1955. 
The Honorable L. L. STRAUSS, 
Chairman, Atomic Energy Commission, 


Washington, D. C. 


Dear Mr. Strauss: Under date of July 1, 1955, vou informed me that the 
Atomic Energy Commission had recommended that I approve a proposed agree- 
ment between the Government of the Oriental Republic of Uruguay and the 
Government of the United States for cooperation concerning the peaceful uses 
of atomic energy. The agreement recites that the Government of the Oriental 
Republic of Uruguay desires to pursue a research and development program look- 
ing toward the realization of the peaceful and humanitarian uses of atomic energy 
and desires to obtain assistance from the Government of the United States and 
United States industry with respect to this program. 

I have examined the agreement recommended. It calls for cooperation between 
the two Governments with respect to the design, construction, and operation of 
research reactors, including related health and safety problems; the use of such 
reactors as research, development, and engineering tools and in medical therapy; 
and use of radioactive isotopes in biology, medicine, agriculture, and industry. 
The agreement contains all of the guaranties prescribed by the Atomic Energy Act. 
No restricted data would be communicated under the agreement, but the Commis- 
sion would lease to the Oriental Republic of Uruguay special nuclear material 
for use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomic Energy Act of 1954 
and upon the recommendation of the Atomic Energy Commission, I hereby— 


(1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Oriental 
Republic of Uruguay concerning the civil uses of atomic energy, 

(2) Determine that the performance of the proposed agreement will pro- 
mote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 
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(3) Authorize the execution of the proposed agreement for the Govern- 
ment of the United States by appropriate authorities of the United States 
Atomie Energy Commission and the Department of State after the proposed 
agreement has been submitted to the Joint Committee on Atomic Energy 
of the United States Congress and a period of 30 days has elapsed while 
Congress is in session. 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energv between the United States and Uruguay, and that it 
will lead to further discussions and agreements relating to other peaceful uses of 
atomic energy in Uruguay. 

Sincerely, 

DwicuT D. EtsENHOWER. 


APPENDIX XXI 


UNirED STATES ATOMIC ENERGY COMMISSION, 
Washington 25, D. C., June 17, 1955. 
Hon. CrixNToN P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear SENATOR ANDERSON: Pursuant to section 123¢ of the Atomic Energy 
Act of 1954, there are submitted with this letter certified copies of the following: 


1. A proposed agreement for cooperation with the Government of the 
Republic of Venezuela; 

2. A letter from the Commission to the President, recommending his 
approval of the proposed agreement; 

3. A letter from the President to the Commission, approving the proposed 
agreement, authorizing its execution, and containing his determination that 
it will promote and will not constitute an unreasonable risk to the common 
defense and security. 


This agreement, when executed, would make possible cooperation between the 
United States and Venezuela on the design, construction, and operation of re- 
search reactors, including related health and safety problems; the use of such 
reactors in medical therapy; and the use of radioactive isotopes in biology, medi- 
cine, agriculture, and industry. Venezuela, if it desired to do so, would be able 
to engage United States companies to construct research reactors, and private 
industries in the United States will be permitted, within the limits of the agree- 
ment, to render other assistance to Venezuela. No restricted data would be 
communicated under this agreement. The Atomic Energy Commission, however, 
would lease to Venezuela up to 6 kilograms of contained U-235 in uranium en- 
riched up to a maximum of 20 percent U-235, plus such additional quantity as, in 
the opinion of the Commission, is necessary to permit the efficient and continuous 
operation of the reactor or reactors while replaced fuel elements are radioactively 
cooling in Venezuela or while fuel elements are in transit. The amount of special 
nuclear material which would be made available to Venezuela under this agree- 
ment would not be important from the military point of view and the limitation 
expressed will restrict Venezuela in determining the choice of reactor to be con- 
structed to a research reactor. 

Article VI of the proposed agreement records the obligations undertaken by 
Venezuela to safeguard the special nuclear material to be leased by the Commission, 
and article VII contains the guaranties prescribed by section 123 of the Atomic 
Energy Act. 

The agreement expresses the hope and expectation of the two Governments that 
this first stage of cooperation will lead to further development of the peaceful uses 
of atomic energy in Venezuela. 

Sincerely yours, 
Lewis, L. Strauss, Chairman. 
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AGREEMENT FOR COOPERATION CONCERNING CIVIL USES OF 
ATOMIC ENERGY BETWEEN THE GOVERNMENT OF THE UNITED 
STATES OF AMERICA AND THE GOVERNMENT OF THE REPUBLIC 
OF VENEZUELA 


Wuereas the peaceful uses of atomic energy hold great promise for all mankind; 
and 

Wuereas the Government of the United States of America and the Government 
of the Republic of Venezuela desire to cooperate with each other in the develop- 
ment of such peaceful uses of atomic energy ; and 

WnknREas there is well advanced the design and development of several types 
of research reactors (as defined in Article X of this Agreement); and 

WHEREAS research reactors are useful in the production of research quantities 
of radioisotopes, in medical therapy and in numerous other research activities and 
at the same time are a means of affording valuable training and experience in 
nuclear science and engineering useful in the development of other peaceful uses 
of atomie energy including civilian nuclear power; and 

Wuereas the Government of the Republic of Venezuela has established, under 
Decrees No. 97 and 98 signed on April 29th, 1954, by Colonel Marcos Perez 
Jimenez, President of Venezuela, the autonomous “Institute of Neurology and 
Brain Research,” and now wishes to equip said Institute with a medical and re- 
search reactor; and 

Whereas the Government of the Republic of Venezuela desires to pursue & 
research and development program looking toward the realization of the peaceful 
and humanitarian uses of atomic energy and desires to obtain assistance from the 
Government of the United States of America and United States industry with 
respect to this program; and 

WHEREAS the Government of the United States of America, represented by the 
United States Atomic Energy Commission (hereinafter referred to as the “Com- 
mission"), desires to assist the Government of the Republic of Venezuela in such & 
program; 

THE PARTIES THEREFORE AGREE AS FOLLOWS: 


ARTICLE I 


Subject to the limitations of Article V, the parties hereto will exchange informa- 
tion in the following fields: 

A. Design, construction and operation of research reactors and their use 
as research, development, and engineering tools and in medical therapy. 

B. Health and safety problems related to the operation and use of research 
reactors. 

C. The use of radioactive isotopes in physical and biological research, 
medical therapy, agriculture, and industry. 


ARTICLE II 


A. 'The Commission will lease to the Government of the Republic of Venezuela 
uranium enriched in the isotope U-235, subject to the terms and conditions pro- 
vided herein, as may be required as initial and replacement fuel in the operation 
of research reactors which the Government of the Republie of Venezuela, in 
consultation with the Commission, decides to construct and as required in agreed 
experiments related thereto. Also, the Commission will lease to the Government 
of the Republic of Venezuela uranium enriehed in the isotope U-235, subject to 
the terms and conditions provided herein, as may be required as initial and 
replacement fuel in the operation of such research reactors as the Government of 
the Republic of Venezuela may, in consultation with the Commission, decide to 
authorize private individuals or private organizations under its jurisdiction to 
construct and operate, provided the Government of the Republie of Venezuela 
shall at all times maintain sufficient control of the material and the operation of 
the reactor to enable the Government of the Republic of Venezuela to comply 
with the provisions of this Agreement and the applicable provisions of the lease 
arrangement, 
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B. The quantity of uranium enriched in the isotope U-235 transferred by the 
Commission and in the custody of the Government of the Republic of Venezuela 
shall not at any time be in excess of six (6) kilograms of contained U-235 in 
uranium enriched up to a maximum of twenty percent (2095) U-235, plus such 
additional quantity as, in the opinion of the Commission, is necessary to permit 
the efficient and continuous operation of the reactor or reactors while replaced 
fuel elements are radioactively cooling in Venezuela or while fuel elements are 
in transit, it being the intent of the Commission to make possible the maximum 
usefulness of the six (6) kilograms of said material. 

C. When any fuel elements containing U-235 leased by the Commission require 
replacement, they shall be returned to the Commission and, except as may be 
agreed, the form and content of the irradiated fuel elements shall not be altered 
after their removal from the reactor and prior to delivery to the Commission. 

D. The lease of uranium enriched in the isotope U-235 under this Article shall 
be at such charges and on such terms and conditions with respect to shipment and 
delivery as may be mutually agreed and under the conditions stated in Articles 


VI and VII. 


ARTICLE m 


Subject to the availability of supply and as may be mutually agreed, the 
Commission will sell or lease through such means as it deems appropriate, to the 
Government of the Republic of Venezuela or authorized persons under its juris- 
diction sueh reactor materials, other than special nuclear materials, as are not 
obtainable on the commercial market and which are required in the construction 
and operation of research reactors in Venezuela, The sale or lease of these ma- 
terials shall be on such terms as may be agreed. 


ARTICLE IV 


It is contemplated that, as provided in this Article, private individuals and 
private organizations of the United States may deal directly with the Government 
of the Republic of Venezuela and with those private organizations and with those 
private individuals which the Government of the Republic of Venezuela may 
authorize. Accordingly, with respect to the subjects of agreed exchange of 
information as provided in Article I, the Government of the United States will 
permit persons under its jurisdiction to transfer and export materials, including 
equipment and devices, to, and perform services for, the Government of the 
Republic of Venezuela and such persons under its jurisdiction as are authorized 
by the Government of the Republic of Venezuela to receive and possess such 
matorials and utilize such services, subject to: 

A. Limitations in Article V, 
B. Applicable laws, regulations and license requirements of the Govern- 
ment of the United States, and the Government of the Republic of Venezuela. 


ARTICLE V 


Restricted Data shall not be communicated under this Agreement and no 
materials or equipment and devices shall be transferred and no services shall 
be furnished under this Agreement to the Government of the Republic of Vene- 
zuela or authorized persons under its jurisdiction if the transfer of any such 
materials or equipment and devices or the furnishing of any such services involves 
the communication of Restricted Data. 


ARTICLE VI 


A. The Government of the Republic of Venezuela agrees to maintain such 
safeguards as are necessary to assure that the uranium enriched in the isotope 
U-235 leased from the Commission shall be used solely for the purpose agreed in 
accordance with this Agreement and to assure the safekeeping of this material. 

B. The Government of the Republic of Venezuela agrees to maintain such 
safeguards as are necessary to assure that all other reactor materials, including 
equipment and devices, purchased in the United States of America under this 
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Agreement by the Government of the Republic of Venezuela or authorized persons 
under its jurisdiction, shall be used solely for the design, construction, and opera- 
tion of research reactors which the Government of the Republie of Venezuela 
decides to construct and operate and for research in connection therewith, except 
as may otherwise be agreed. 

C. In regard to research reactors constructed pursuant to this Agreement the 
Government of the Republic of Venezucla agrees to maintain records relating to 
power levels of operation and burn-up of reactor fuels and to make annual reports 
to the Commission on these subjects. If the Commission requests, the Govern- 
ment of the Republic of Venezuela will permit Commission representatives to 
observe from time to time the condition and use of any leased material and to 
observe the performance of the reactor in which the material is used. 


ARTICLE VII—GUARANTIES PRESCRIBED BY THE U. 8. ATOMIC ENERGY ACT OF 1954 


The Government of the Republic of Venezucla guaranties that: 
A. Safeguards provided in Article VI shall be maintained. 
B. No material, including equipment and devices, transferred to the 
h Government of the Republic of Venezuela or authorized persons under its 
jurisdiction, pursuant to this Agreement, by lease, sale, or otherwise will 
be used for atomic weapons or for research on or development of atomic 
weapons or for any other military purposes, and that no such material, in- 
cluding equipment and devices, will be transferred to unauthorized persons 
or beyond the jurisdiction of the Government of the Republie of Venezuela 
except as the Commission may agree to such transfer to another nation 
and then only if in the opinion of the Commission such transfer falls within 
the scope of an agreement for cooperation between the United States and 
the other nation. 
ARTICLE VIII 





This Agreement shall enter into force on .......... and remain in force until 
bab ta inclusively, and shall be subject to renewal as may be mutually 
agreed. 

At the expiration of this Agreement or an extension thereof the Government 
of the Republic of Venezuela shall deliver to the United States all fuel elements 
containing reactor fuels leased by the Commission and any other fuel material 
leased by the Commission. Such fuel elements and such fuel materials shall be 
delivered to the Commission at a site in the United States designated by the 
Commission at the expense of the Government of the Republic of Venezuela, 
and such delivery shall be made under appropriate safeguards against radiation 
hazards while in transit. 


ARTICLE IX 





It is the hope and expectation of the parties that this initial Agreement for 
Cooperation will lead to consideration of further cooperation extending to the 
design, construction, and operation of power producing reactors, Accordingly, 
the parties will consult with each other from time to time concerning the feasi- 
bility of an additional agreement for cooperation with respect to the production 
of power from atomic energy in Venezuela. 





ARTICLE X 






For the purposes of this Agreement: 
A. “Commission” means the United States Atomic Energy Commission 







[ or its duly authorized representatives, 

E B. "Equipment and devices" means any instrument or apparatus, and 
f; includes research reactors, as defined herein, and their component parts. 

t C. “Research reactor” means a reactor which is designed for the production 
E of neutrons and other radiations for general research and development 


urposes, medical therapy, or training in nuclear science and engineering. 
"he term does not cover power reactors, power demonstration reactors, or 
reactors designed primarily for the production of special nuclear materials. 
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D. The terms “Restricted Data,” “atomic weapon,” and ‘‘special nuclear 
material” are used in this Agreement as defined in the United States Atomic 
Energy Act of 1954. 


IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed pursuant to duly constituted authority. 
DONE AT in duplicate this day of , 1955. 
For the Government of the United States of America: 
Henry F. HOLLAND, 
H. F.H 6/14/55 
Assistant Secretary of State for Inter-American Affairs. 
Lewis L. Strauss, 
LS 6/14/55 
Chairman, U. S. Atomic Energy Commission. 


For the Government of the Republic of Venezuela: 
CESAR GONZALEZ, 
CG 6/14/55 
Ambassador of Venezuela. 


June 14, 1955. 
Tue PRESIDENT, 
The White House. 

Dear Mr. Presitpent: The Atomic Energy Commission recommends that vou 
approve the enclosed agreement entitled **Agreement for Cooperation Concerning 
Civil Uses of Atomic Energy Between the Government of the Republic of Vene- 
zuela and the Government of the United States of America,” and authorize its 
execution after the proposed agreement has been placed before the Joint Com- 
mittee on Atomic Energy in accordance with section 123c of the Atomic Energy 
Act of 1954. This agreement has been negotiated by the Atomis Energy Com- 
mission and the Department of State pursuant to the Atomic Energy Act of 1954 
and is. in the opinion of the Commission, an important and desirable step in ad- 
vancing the development of the peaceful uses of atomic energy in Venezuela, in 
accordance with the policy which you have established. The Government of the 
Republic of Venezuela has signified its agreement to the guaranties prescribed by 
the Atomic Energy Act and which are recorded in the proposed agreement. 

The proposed agreement calls for cooperation with respect to the design, con- 
struction and operation of research reactors, including related health and safety 
»roblems; the use of such reactors in medical therapy; and the use of radioactive 
isotopes in biology, medicine, agriculture, and industry. Under the agreement 
Venezuela, if it desires to do so, may engage United States companies to construct 
research reactors, and private industry in the United States will be permitted, 
within the limits of the ‘agreement, to render other assistance to Venezuela. No 
restricted data would be communicated under this agreement. The Atomic 
Energy Commission, however, would lease to Venezuela up to 6 kilograms of 
contained U-235 in uranium enriched up to a maximum of 20 percent U-235. 

The agreement expresses the hope and expectation of the two Governments 
that this first stage of cooperation between the United States and Venezuela will 
lead to further discussions and agreements relating to the peaceful uses of atomic 
energy in Venezuela. 


Respectfully yours, 
Lewis L. Srrauss, Chairman. 


THe Wuire House, 
Washington, D. C., June 16, 1955. 
The Honorable L. L. Strauss, 
Chairman, Atomic Energy Commission, 
Washington, D. C. 

Dear Mr. Srravss: Under date of June 14, 1955, you informed me that the 
Atomic Energy, Commission had recommended that i approve a proposed agree- 
ment between ‘the Government of the Republic of Venezuela and the Government 
of the United States for cooperation concerning the peaceful uses of atomic 
energy The agreement recites that the Government of the Republic of Vene- 
suela desires to pursue a research and development program looking toward the 
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realization of the peaceful and humanitarian uses of atomic energy and desires 
to obtain assistance from the Government of the United States and United States 
industry with respect to this program. 

I have examined the agreement recommended. It calls for cooperation be- 
tween the two Governments with respect to the design, construction, and opera- 
tion of researeh reactors, including related health and safety problems; the use 
of such reactors as rescarch, development, and engineering tools and in medical 
therapy; and use of radioactive isotopes in biology, medicine, agriculture, and 
industry. The agreement contains all of the guaranties prescribed by the Atomic 
Energy Act. No restricted data would be communicated under the agreement, 
but the Commission would lease to the Republic of Venezuela special nuclear 
material for use as reactor fuel. 

Pursuant to the provisions of section 123 of the Atomie Energy Act of 1954 and 
upon the recommendation of the Atomic Energy Commission, I hereby— 

_ (1) Approve the within proposed agreement for cooperation between the 
Government of the United States and the Government of the Republic of 
Venezuela concerning the civil uses of atomic energy. 

(2) Determine that the performance of the proposed agreement will pro- 
mote and will not constitute an unreasonable risk to the common defense 
and security of the United States, and 

(3) Authorize the execution of the proposed agreement for the Government 
of the United States by appropriate authorities of the United States Atomic 
Energy Commission and the Department of State after the proposed azree- 
ment has been submitted to the Joint Committee on Atomic Energy of the 
United States Congress and a period of 30 days has elapsed while Congress 
is in session, 

It is my hope that this agreement represents but the first stage of cooperation 
in the field of atomic energy between the United States and Venezuela, and that 
it will lead to further discussions and agreements relating to other peaceful uses 
of atomic energy in Venezuela 

Sincerely 

Dwicur D. EISENHOWER. 


Q 
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84rH CoNcenEss | SENATE Reporr 
1st Session j No. 1198 


AUTHORIZING THE ATOMIC ENERGY COMMISSION TO 
PAY THE SALARY OF A COMMISSIONER DURING THE 
RECESS OF THE SENATE 


Jury 28, 1955.—Ordered to be printed 


ANDERSON, from the Joint Committee on Atomic Energy, 
submitted the following 


REPORT 


[To accompany S. 2671] 


The Joint Committee on Atomic Energy, having considered S. 2671, 
an original committee bill, to authorize the Atomic Energv Commis- 
sion to pay the salary of a Commissioner during the recess of the 
Senate, and for other purposes, do unanimously report favorably 
thereon and recommend the bill do pass. 

The Atomic Energy Commission has been operating for a long 
period of time with n than the five Commissioners called for by 
statute. The nomination of Allen Whitfield to be a fifth member of 
the Commission was withdrawn about July 7. While the Joint Com- 
mittee believes that another name should have been submitted before 
the end of the current session of Congress, nonetheless it believes in the 
best interests of the Commission that the President be authorized to 
appoint a fifth commissioner who would draw full salary during the 
recess. Any other arrangement could have materially handicapped 
the President in his freedom to select the best qualified man without 
reference to his ability to live without salary during recess period. 

In addition, the bill includes an amendment to the section of the 
Atomic Energy Act relating to the duties of the members of the Com- 
mission. ‘The modification requires each member of the Commission 
to have full access to all information relating to the performance of his 
duties or responsibilities. This sets forth in statutory language the 
intent of the legislation. 


74008°—57 S. Rept., 84-1, vol. 3 62 
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AUTHORIZE AEC TO PAY SALARY OF A COMMISSIONER 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter is printed in 
italics): 

Sec. 3. The fifth sentence of section 21 of the Atomie Energy Act of 1954 is 
amended to read as follows: “Each member of the Commission, including the 
Chairman shall have equal responsibility and authority in all decisions and actions 


of the Commission, shall have full access to all information relating to the perform- 
ance of his duties or responsibilities, and shall have one vote." 
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Calendar No. 1214 


84TH Concress } SENATE í Report 
1st Session j No. 1199 


SALES OF SURPLUS COTTON FOR UNRESTRICTED USE 
Jury 28, 1955.—Ordered to be printed 


Mr. Eastianp, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


(To accompany S. 2446) 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 2446) to permit sale of Commodity Credit Corporation 
stocks of cotton that are in excess supply for unrestricted use at 
current market prices, having considered the same, report thereon 
with a recommendation that it do pass with an amendment in the 
nature of a substitute. 

The committee substitute would permit the Commodity Credit 
Corporation to sell certain surplus cotton for practically unrestricted 
use at market prices during the 1955-56 marketing year. The quan- 
tity of any quality or qualities of cotton which could be so sold would 
be limited to the excess of the quantity thereof on hand in the United 
States on August |, 1955. over 50 percent of the requirements therefor 
for the marketing year. Without this bill these surplus stocks could 
not be sold for less than 105 percent of the current support price, plus 
reasonable carrying charges. as provided by section 407 of the Agri- 
cultural Act of 1949, unless sold for export or other special excepted 
purposes. 

The committee substitute differs from the bill as introduced in 
only two material respects. Fiust, it has been limited in effect to 
the 1955-56 marketing year, since your committee is currently making 
a thorough study of the price-support program but believes that this 
legislation is needed at this time at least on a trial basis. Second, in 
order to avoid undue interference with the operations of the futures 
markets, the committee substitute would not permit cotton sold under 
the authority of the bill to be tendered under any futures contract. 
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SALES OF SURPLUS COTTON FOR UNRESTRICTED USE 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 14, 1955. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

DEAR SENATOR ELLENDER: This is in reply to your request for a report on 
S. 2446, a bil! to permit sale of Commodity Credit Corporation stocks of cotton 
that are in excess supply for unrestricted use at current market prices, 

The Department recommends that the bill be enacted as introduced. 

The biil provides that when the quantity of a particular quality or group of 
qualities of cotton in the United States on August 1 of any year exceeds 50 per- 
cent of the estimated domestic consumption and export thereof for the ensuing 
marketing year, Commodity Credit Corporation would be authorized to sell 
from its stocks during such marketing year for unrestricted use at the current 
domestic market price a quantity of such quality or group of qualities of cotton 
not in excess of the difference between such quantity on August 1 and 50 percent 
of such estimated domestic consumption and export. 

Current legislation prohibits the Commodity Credit Corporation from selling 
cotton or any other basic agricultural commodity or storable nonbasic commodity 
for unrestricted use at less than 105 percent of the current support price plus 
reasonable carrying charges. Therefore, the bill would have the effect of removing 
this minimum sales price restriction with respect to qualities or groups of qualities 
whose supply at the beginning of a marketing year is in excess of 50 percent of 
the estimated disappearance of the qualities during such marketing year, pro- 
vided that the sales are limited to the difference between the beginning stocks 
and 50 percent of such estimated disappearance. In other words sales so defined 
could be made at the current market price even though such price might be lower 
than 105 percent of the current support level. 

The proposed provision would be very helpful to the Department in the manage- 
ment of its cotton inventories. "The additional discretionary authority would 
make it possible to dispose of qualities or groups of qualities in CCC inventory 
that are in heavy supply and which have found refuge in Government stocks 
because they were not in demand at prices equal to the present legal minimum, 

The provision would also be helpful in equalizing or balancing the qualities in 
total stocks by making it possible to move into domestic consumption or export 
those qualities that are in relatively heavy supply. To the extent that cotton 
becomes more competitive through this means, increased utilization would be 
encouraged without resort to a two-price system of marketing. The bill would 
still protect adequate supplies of these qualities, since sales thereunder could not 
be made so as to reduce the total supply of the qualities involved helow a quantity 
equal to 6 months’ requirements plus production of the qualities from the current 
crop. 

We believe that the proposed legislation would also have a tendency to bring 
about more realistic market price differentials among qualities. Sales of the 
qualities in relatively heavy supply would naturally cause the prices of these 

ualities to adjust to a level more nearly in line with their true relative value, 

‘hese adjustments would in turn be reflected in future loan program quality 
differentiais, which in their turn would tend to influence future price differentials 
in the market. In this way, the utilization of these qualities would be encouraged 
and their production discouraged. 

To the extent that total utilization of cotton might be increased, the outlay of 
CCC capital funds as well as Government storage costs would be reduced, 

In view of the request that this report be submitted immediately, we have not 
obtained advice from the Bureau of the Budget as to the relationship of this 
proposed legislation to the program of the President. 

Sincerely yours, 
J. A. MCCONNELL, 
Assistant Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
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brackets, new matter is printed in italics, and existing law in which no 
change is proposed is shown in roman): 


AGRICULTURAL Act or 1949, as AMENDED 


* * + * s 


RESTRICTIONS ON SALES BY CCC 


Sec. 407. The Commodity Credit Corporation may sell any farm commodity 
owned or controlled by it at any price not prohibited by this section. In determin- 
ing sales policies for basic agricultural commodities or storable nonbasie commodi- 
ties, the Corporation should give consideration to the establishing of such policies 
with respect to prices, terms, and conditions as it determines will not discourage or 
deter manufacturers, processors, and dealers from acquiring and carrying normal 
inventories of the commodity of the current crop. The Corporation shall not 
sell any basic agricultural commodity or storable nonbasic commodity at less 
than 5 per centum above the current support price for such commodity, plus 
reasonable carrying charges. The foregoing restrictions shall not apply to (A) 
sales for new or byproduct uses; (B) sales of peanuts and oilseeds for the extraction 
of oil; (C) sales for seed or feed if such sales will not substantially impair any 
price-support program; (D) sales of commodities which have substantiallv deterio- 
rated in quality or as to which there is a danger of loss or waste through deteriora- 
tion or spoilage; (E) sales for the purpose of establishing claims arising out of 
contract or against persons who have committed fraud, misrepresentation, or 
other wrongful acts with respect to the commodity; (F) sales for export; (G) 
sales of wool; and (H) sales for other than primary uses. Notwithstanding the 
foregoing, the Corporation, on such terms and conditions as the Seeretary may 
deem in the public interest, shall make available any farm commodity or product 
thereof owned or controlled bv it for use in relieving distress (1) in anv area in 
the United States declared by the President to be an acute distress area because of 
unemployment or other economie cause if the President finds that such use will not 
displace or interfere with normal marketing of agricultural commodities and (2) 
in connection with anv major disaster determined by the President to warrant 
assistance by the Federal Government under Publie Law 875, Eiehtv-first Con- 
gress, as amended (42 U.S. C. 1855). Except on a reimbursable basis, the Cor- 
poration shall not bear any costs in connection with making such commodity 
available bevond the cost of the commodities to the Corporation in store and the 
handling and transportation costs in making delivery of the commodity to desig- 
nated agencies at one or more central locations in each State Nor shall the 
foregoing restrictions apply to sales of commodities the disposition of which is 
desirable in the interest of the effective and efficient conduct of the Corporation’s 
operations because of the small quantities involved, or because of age, location 
or questionable continued storability, but such sales shall be offset by such pur- 
chases of commodities as the Corporation determines are necessary to prevent 
such sales from substantially impairing any price-support programs, but in no 
event shall the purchase price exceed the then current support price for such 
commodities. Notwithstanding any other provision of this section, if the quantity 
of a particular quality or group of qualities of cotton in the United States on August 1, 
1955 exceeds 50 per centum of the estimated domestic consumption and export thereof 
for the 1955-1956 marketing year as determined by the Secretary of Agriculture, the 
Corporation may sell from its owned stocks during such marketing year at the current 
market price in the United States for unrestricted use (other than for purposes of 
tender under a future contract on any exchange or board of trade) a quantity of such 
quality or group of qualities of cotton not in excess of the difference between such 
quantity on August 1 and 50 per centum of such estimated domestic consumption 


and export. 
O 
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84TH CONGRESS l Repost 
No. 1200 


BORROWING POWER OF THE COMMODITY CREDIT 
CORPORATION 


JuLv 28, 1955.—Ordered to be printed 


Mr. ELLENDER, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 2604] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 2694) to increase the borrowing power of the Commodity 
Credit Corporation, having considered the same, report thereon with 
the recommendation that it do pass without amendment. 

The bill increases the borrowing power of the Commodity Credit 
Corporation to $12 billion. On June 15, 1955, the Department of 
Agriculture advised the committee that it might be necessary to re- 
quest additional borrowing authority depending upon the outcome of 
this year’s crop. Following the crop report as of July 1, the Depart- 
ment requested enactment of S. 2604 under date of July 20. Officials 
of the Department and the Corporation appeared before the committee 
to corroborate the need for this increase in borrowing power. This 
increase is necessary to enable the Corporation to carry out existing 
commitments for price support on 1955 crops and cover the investment 
of the Government resulting from 1954 and prior-crop operations. 

Current estimates made by the Department after release of the 
July crop report on July 11, 1955, indicate that the present borrowing 
power of the Corporation will be exceeded in November 1955 and that 
the peak use of borrowing power in the fiscal year 1956 will occur in 
February and amount to between $11.1 and $12.6 billion. The high 
side of this range is based on assumption of record yields, record 
quantities placed under price support and considerably reduced 
proceeds from repayments and sales. Since it is considered unlikely 
that all of these circumstances will occur, the Department recom- 
mended an increase to $12 billion. Your committee agrees with this 
recommendation, recognizing the impossibility of predicting future 
commitments with any degree of accuracy because of the many 
uncontrollable and unpredictable factors; such as weather, price move- 
ments, and exports, which are involved. 
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2 BORROWING POWER OF COMMODITY CREDIT CORPORATION 


The Department estimated that as of June 30, 1955, the Commodity 
Credit Corporation had in use $8 billion of its authorized borrowing 
power. This amount was $2.5 billion larger than the borrowing 
power in use on June 30, a year earlier. The amount of borrowing 
power in use as of June 30, 1955, of course, does not yet reflect the 
movement of 1955 crops under the price-support program. The 
amount and timing of the price-support loans and purchases of 1955 
crops, less proceeds received from repayments of loans and sales of 
inventories, are the major factors which determine when and how 
much borrowing power will be required. 

The Government has committed itself to provide price support for 
agricultural commodities under the terms and conditions laid down in 
specific legislation enacted by the Congress. Accordingly, it is neces- 
sary to provide the Commodity Credit Corporation sufficient borrow- 
ing power to enable it to carry out these commitments. Your com- 
mittee recommends, therefore, that the Corporation's borrowing power 
be increased at this time to $12 billion. 

The letters from the Department of Agriculture dated June 15 and 
June 20, 1955, are attached below. Also attached as a part of this 
report is a table showing the estimates of borrowing power in use by 
months in the fiscal vear 1955, and a table showing the summary of 
changes in statutory borrowing authority in use for the 1955 and 1956 
fiscal years. 


DEPARTMENT OF AGRICULTURE, 

Washington, D. C., June 15, 1958 
Hon. AtLen J. ELLenper, Sr., 

Chairman, Committee on Agriculture and Foresiry, 
United States Senate. 

DEAR SENATOR ELLENDER: On the basis of the economic assumptions as set 
forth in the 1956 budget estimate for the Commodity Credit Corporation, and the 
resultant estimated volume of price support and related activities, the Depart- 
ment has recently prepared a monthly projection of the use of the borrowing 
authority of the CCC through June 30, 1956 

These projections are reflected in the attached statement showing the status 
of the Corporation's borrowing authorization at the end of each month of the 
fiscal vears 1955 and 1956. The statement also sets forth the specific assumed 
economic factors upon which the budget estimates were predicated. It will be 
noted that the estimates indicate that the present borrowing power of $10 billion 
will be exceeded in December 1955 and that a peak of $10.8 billion in obligations 
will oceur in February 1956— $600 million more than the Corporation's borrowing 
authority 

Since the estimates are based upon a number of factors such as market prices, 
weather, exports and economic conditions generally, each of which is variable 
&s well as unpredictable, they must be regarded as h 'ighly tentative and subject 
to widely fluctuating changes. There are several specific aspects of their com- 
position which should be fully recognized, particularly with respect to the fiscal 
year 1956. 

(1) The bulk of the 1955 crops have not been harvested and the estimated 
production from these crops is predicated upon yields per acre in line with recent 
averages. With acreage controls in effect for several major crops, conditions are 
conducive to producers obtaining abnormal and even record vields per acre: 
Such excess production would tend to enter price support and increase the use 
of the Corporation’s berrowing authority accordingly. 

(2) As indicated in the attached statement, these estimates assume increased 
exports and a continued stable general price level and economic conditions. Any 
departure from these relatively favorable conditions to more unfavorable eco- 
nomic activity would immediately reflect itself in the agricultural economy and 
result in increased quantities of commodities being placed under price support 
and smaller dispositions from inventories of the Corporation. 

(3) The estimates assume the continuance of existing legislation. A number 
of the pending legislative proposals have a direct influence upon the use. of the 
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borrowing authority of the Corporation. For example it has been estimated 
that the enactment of H. R. 12, to amend the Agricultural Act of 1949, as amended, 
with respect to price supports for basic commodities, would increase the use of 
the Corporation's borrowing authority by nearly $247 million 

Therefore, it is believed that these estimates represent conservative rather than 
liberal projections of the volume of price support activity. It will be recalled 
that last July when Congress was considering the proposed increase in the borrow- 
ing authority of the Corporation from $8 5 to $10 billion, there were two types 
of estimates prepared reflecting the estimated use of borrowing authority through 
June 30, 1955, based on the July 9. 1954, crop report. The first type, based upon 
normal conditions, similar to these supporting the attached statement, indicated 
the estimated peak use of borrowing authority to be $8.4 billion. This was ex- 
pected to occur in January and February 1955. The second type, based upon 
conditions which would result in greater use of borrowing power, including situa- 
tions such as those described in (1) and (2) above, indicated an estimated peak 
use of borrowing authority of $9.8 billion. The Department has not yet made 
estimates for the fiscal year 1956 similar to the second type prepare d last vear 
for 1955, but it may be assumed that the margin of difference in 1956 between 
the two types of estimates would remain approximately the same. 

Although there were instances of record production, record yields per acre, and 
record quantities placed under support with respect to certain of the 1954 crops, 
the general agricultural situation which materialized must be regarded as falling 
more nearly within the assumptions described under the first type of estimates. 
Against the peak use of borrowing authority of $8.4 billion estimated last year to 
occur in January and February 1955, actual borrowing authority ‘n use as of 
January 31, 1955, and February 28, 1955, was $8.2 billion and $8.4 billion, respec- 
tively. Comparing the estimates made last summer with certain actual opera- 
tions through February 28, 1955, loans made were overestimated by $390 million, 
loan repayments were overestimated by $325 million, and sales were underesti- 
mated by $230 million. Other types of estimated obligations and receipts were 
also at variance with actual operations. The net result, however, of the com- 
bination of under- and over-estimating was quite close to the original projection. 

Of more signiücance, however, is the radical departure of actual circumstances 
as of March 31 and current estimates from the previous estimates for March 31, 
1955, and the balance of this fiscal year. 

Actual borrowing authority in use as of March 31, 1955, was $8.5 billion com- 
pared with previous estimates of $8.1 billion. In addition, we had formerly 
estimated a decline of about $200 million in borrowing authority in use during 
the period March 31 through June 30, 1955, and it is now estimated that borrow- 
ing power in use will increase by about $200 million during this period—a further 
increase of approximately $400 million. Most of these changes are accounted for 
by the fact that repayments of wheat and cotton loans and sales of wheat are not 
expected to materialize to the extent previously anticipated. 

Current estimates for the fiscal year 1956 are that from a June 30, 1955, level 
of $8.7 billion, obligations will reach a peak of $10.6 billion in February 1956, 
and taper off to $9.9 billion by June 30, 1956. The estimated increase of $1.¢ 
billion between June 30, 1955, and February 29, 1956, and the decrease of $.7 
billion between February 29 and June 30, 1956 are anticipated to consist of: 





[Millions of dollars} 











| Increase Decrease 
Activity June 30, 1955- | Feb. 29, 1956- 
Feb. 29, 1956 June 30, 1956 
Obligations: 
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4 BORROWING POWER OF COMMODITY CREDIT CORPORATION 


During the course of the hearings last vear, it was stated that it was the belief 
of representatives of this Department that a borrowing power of $10 billion 
would enable the Corporation to complete 1951 crop operations and operate until 
1955 crops started to move in the next vear. Under normal conditions, and using 
the assumptions upon which the 1956 budget estimates were predicated, it appears 
that the $10 billion borrowing authority will be insufficient for the 1955 crops 
by approximately $600 million. Under the more favorable assumptions referred 
to above, the borrowing authority would be insufficient by approximately $2 
billion, 

The report of the Department released March 18, 1955, reflecting prospective 
plantings for 1955 in the overall, contains no estimates which would greatly 
change the estimates of crop production upon which the 1956 budget estimates 
were predicated. Here again, however, estimated production is based upon 
recent average vields per planted acre. The crop production report for June 
1955 indicated further revision in the estimated production from the 1955 crop 
of wheat and contained the first estimate of the production of rye on the basis 
of current conditions. The comparison of these latest estimates of production 
with the production upon which the budget estimates were predicated is remark- 
ably close, as shown below: 


` ! | Budget esti- | June crop 
Commodity mate | report 


bushels 850, 000, 000 | 845, 000, 000 
26, 000, 000 | 25. 800, 000 


The crop production report for July will contain more reliable information re- 
garding production from the 1955 crops. At that time the Department will be in 
a better position to appraise the potential use of the Corporation’s borrowing 
authority and the amount of the increase needed. We are hopeful that our 
proposal for legislative action can be deferred until mid-July. 

An important factor in the availability of borrowing power over the period 
through June 30, 1956, is the amount of losses sustained by the Corporation. It 
now appears that realized losses of the Corporation may aggregate $1 billion during 
the fiscal year 1955. Other reimbursable expenses of the Corporation incurred 
during the fiscal vear 1955 for such programs as the International Wheat Agree- 
ment and dispositions under the Agricultural Trade Development and Assistance 
Act may total another $0.5 billion. Restoration of the capital impairment and 
reimbursement of these amounts will be requested in the 1957 budget, but borrow- 
ing authority would not be affected until the funds actually became available to 
the Corporation, probably in July 19506. 

It is not the purpose of this letter to recommend any legislative action with 
respect to the borrowing authoritv of the Commodity Credit Corporation at this 
time. Rather, it is in the nature of a report of current and estimated status of the 
Corporation's borrowing authority. Your committee may wish to consider how 
best to deal with the situation that is developing. 

If you have need for additional information or questions concerning this subject, 
we shall be happv to furnish it. We will advise you further, not later than the 
week following the release of the July 10 crop report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 

Attachment. 


"i ta E E 





BORROWING POWER OF COMMODITY CREDIT CORPORATION 5 


‘Commodity Credit Corporation—Status of statutory borrowing authorization (actual 
July to March 1955; estimated for remaining months) 


{Billions of dollars} 


Fiscal year 1955 Fiscal year 1956 
Available | Available 
In useatend — fornew or |Inuseatend| for new or 
of month expanded | of month expanded 
activities | activities 


y. 182 i1 2, 318 | 8.585 | , 415 
A 


è | y. 708 1 3. 292 8. 765 | 1. 235 
September j. 883 | 3.117 9.012 | , 988 
October 7. 208 2.792 | 9. 336 | . 664 
November | .545 | 2. 455 9. 730 | NÒ 
December E d . 878 2. 122 | 10. 062 . 062 
Januar y | . 200 .794 10. 413 | 413 
February | . 395 . 605 10. 560 
Mareh . 459 „541 | . 537 | 
M ril E . 532 | .468 | .327 
May . 504 ! .436 | 10. 082 
June . 679 . 321 9. 904 | 


! Statutory borrowing authorization was increased from $8.5 billion to $10 billion effective Aug. 31, 1954. 


Nots.—The estimates have been prepared on the following assumptions used in the 1956 budget— 

(a) that employment, production, and national income will rise moderately from the level of the 
2d quarter of the calendar year 1954; 

(b) that prices will change little, on the average, from the present level; 

(c) that develgpments in international relations wil! not be such as to affect Government civilian 
programs generally; 

(d) that exports of agricultural products will be higher than at present; 

(e) that yields will be in line with recent averages; and 

(f) that acreage allotments and marketing quotas will be in effect for the 1955 crops of peanuts, 
certain kinds of tobacco, wheat and cotton, and acreage allotments will be in effect for the 1955 crops 
of corn and rice in accordance with existing legislation. 


DEPARTMENT OF ÁGRICULTURE, 
Washington, D. C., July 20, 1955. 
The PRESIDENT OF THE SENATE, 
United States Senate. 

Dear Mr. Presipent: This Department recommends the enactment of legis- 
lation to increase the borrowing authority of the Commodity Credit Corporation 
from $10 billion to $12 billion. 

There is attached a copy of a letter dated June 15, 1955, which was addressed 
to the chairmen of the House Banking and Currency Committee, the Senate Com- 
mittee on Agriculture and Forestry, and the House Committee on Agriculture, 
and the Director, Bureau of the Budget, advising them as to the situation at that 
time with respect to the borrowing authorization of the Commodity Credit Cor- 
poration. 

In this letter it was indicated that the outlook at that time was for obligations 
to exceed the Corporation’s borrowing power of $10 billion by December 1955, 
and a peak use of borrowing power of $10.6 billion by February 1956. It was 
also indicated that a legislative proposal would be made after release of the July 
crop report made it possible for a reappraisal of the estimates. 

The crop report released on July 11 indicated our earlier estimates to be conserva- 
tive, in view of the fact this report predicts total 1955 crop production to be the 
second highest of record. Feed grain production will include near record crops 
of corn and oats, a record barley crop and a potential record crop of sorghums. 
Although we have not yet formulated complete estimates of the effects of such 
crop production on the price-support operations of the Commodity Credit Corpo- 
ration, it is apparent that more borrowing power will be required to complete 
1955 crop price-support operations than indicated by our earlier estimates. 
A rough approximation on the basis that all of the additional production now 
estimated will be placed under price support makes it apparent that between 
1 and 2 billion dollars additional borrowing power will be required. 

It is therefore our recommendation that the borrowing power of the Commodity 
Credit Corporation be increased to $12 billion before the current session of 
Congress adjourns. A major factor resulting in this request is the cumulative 
effect of mandatory rigid price supports on 1954 and prior-year crops. The 
Agricultural Act of 1954 prescribed a gradual transition to a flexible support sys- 
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6 BORROWING POWER OF COMMODITY CREDIT CORPORATION 


tem, but for 1955 crops the degree of flexibility is restricted. Consequently, the 
new legislation will not greatly affect the use of borrowing power in the fiscal 
year 1956. 

There is attached a draft of a bill embodying the necessary amendments to 
existin* legislation to accomplish an increase in the borrowing authority. 

The Bureau of the Budget advises that there is no objection to the submission 
of this proposed legislation to the Congress for its consideration. 

Sincerely yours, 
True D. Morse, 


Acting Secretary. 
Attachments—2. 


Commodity Credit Corporation—FEstimates (based on Juty 11, 1955, erop report 
of borrowing power in use,? by months, July 1, 1955, through June 30, 1956 


Billions of dollars 


1955—June j & 660 | 1956—January- 10. S95 
8. 613| February... : ! 11. 057 

August 8. 862 | March... —— 11. 024 
September 9. 174 April... P uM Ten 10. 787 
October 9. 583 NEN LLL io re mine 10. 527 


O04 d 


10. 050 June : 10. 305 
10. 473 


1 The estimates have been prepared on the following assumptions used in the 1956 Budget 
revised to reflect production estimates indicated in the July 11, 1955, crop repor 
(a) that employment, production, and national income will rise moderately from the leve 
second quarter of the calendar year 1954; 
(b) that prices will change little, on the average , from the present level: 
(c) that developments in international rel ations will not be such as to affect Government ci 
programs generally; 
(d) that exports of agricultural products will be higher than at present; 
(6) that yields wil! be in liue with recent averages: and 
(f) that acreage allo.ments and marketing quotas will be in effect for the 1955 crops of pe 
kinds of tobacco, wheat and cot ton, and acreage allotments will be in effect 
rice in accordance with existing legislatio: 
? Actual borrowings plus obligations to pure hase loans held by banks. 
* Assuming record yields, record percentage of crops under príce support, and smaller receipt 
and repay ments, it is estimated that $1,550 billion additional borrowing power 
period, February 20, 1956. 


nuts, 
for the 1955 crops of cor 


could be in use as of th 
Commodity Credit Corporation —Summary of changes in statutory borrowing author i! 
in use 
FISCAL YEAR 1955 
As of June 30, 1955, it is estimated that the CCC had 88.660 billion of it 


$10 billion borrowing authority in use, consisting of: (1) Borrowings from the 
Treasury, $7.608 billion; (2) Loans held by lending agencies, $1.052 billion. 


FISCAL YEAR 1956 


2. For the fiscal vear 1956 it is estimated that statutory obligations will rea 

a peak of $11.057 billion by February 29, 1956. 

Current 

. . atimalet 

A. Obligations: (millions 
(1) Loans made: 


Cotton 
Peanut 
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FISCAL YEAR 1956—continued 
Current 
$ ; ; estimates 
A. Obligations—Continued (millions 
(2) Purchases: of dollars) 
$67 
33 
DITS prod M in csaetalendio 33 eta iara aedi uini s ciieu o uad 74 
Storage facilities and equipment 31 
All other 5 


(4) Other expenses: 
Wheat export 
International Wheat Agreement 
Sales for foreign currencies, title I, Public Law 4! 
Emergency assistance to friendly peoples, title II, Public 
CAS a tree 
Interest, administrative and nonadministrative expenses. . 


All other 


B. Receipts: 
(1) Repayments of loans: 
Cotton 


(2) sales: 
c 


tice 

Wheat... 
Dairy products 
Wool 

Soybeans 
Wheat export 
All other 


(3) Other receipts: 
Sales for foreign currencies, Title I, 
International Wheat Agreement 
Emergeney feed program. 
Emergency assistance to Pakistan 
All other 


SEE San oe Ud PR a Le we 


Soe eee ee et 


BU SOROS MEE OA ERE TEN 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
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8 BORROWING POWER OF COMMODITY CREDIT CORPORATION 


enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act or Marcu 8, 1938, As AMENDED 
* * * * * * * 


Sec. 4. With the approval of the Secretary of the Treasury, the Commodity 
Credit Corporation is authorized to issue and have outstanding at any one time, 
bonds, notes, debentures, and other similar obligations in an aggregate amount 
not exceeding §£410,000,000,000] $12,000,000,000. Such obligations shall be in 
such forms ana denominations, shall have such maturities, shall bear such rates 
of interest, shall be subject to such terms and conditions, and shall be issued in 
such manner and sold at such prices as may be prescribed by the Commodity 
Credit Corporation, with the approval of the Secretary of the Treasury. Such 
obligations shall be fully and unconditionally guaranteed both as to interest and 
principal by the United States, and such guaranty shall be expressed on the face 
thereof, and such obligations shall be lawful investments and may be accepted 
as security for all fiduciary, trust, and public funds the investment or deposit 
of which shall be under the authority or control of the United States or any 
officer or officers thereof. In any event that the Commodity Credit Corporation 
shall be unable to pay upon demand, when due, the principal of, or interest on, 
such obligations, the Secretary of the Treasury shall pay to the holder the amount 
thereof which is hereby authorized to be appropriated, out of any money in the 
Treasury not otherwise appropriated, and thereupon to the extent of the amount 
so paid the Secretary of the Treasury shall succeed to all the rights of the holders 
of such obligations. The Secretary of the Treasury, in his discretion, is au- 
thorized to purchase any obligations of the Commodity Credit Corporation 
issued hereunder, and for such purpose the Secretary of the Treasury is au- 
thorized to use as a publie-debt transaction the proceeds from the sale of any 
securities hereafter issued under the Second Liberty Bond Act, as amended, and 
the purposes for which securities may be issued under such act, as amended, 
extended to include any purchases of the Commodity Credit Corporati 
obligations hereunder. The Secretary of the Treasury may at any tin 
any of the obligations of the Commodity Credit Corporation acquired by him 
under this section. All redemptions, purchases, and sales by the Secretary of 
the Treasury of the obligations of the Commodity Credit Corporation shall be 
treated as public-debt transactions of the United States. No such obligations 
shall be issued in excess of the assets of the Commodity Credit Corporation, 
including the assets to be obtained from the proceeds of such obligations, but a 
failure to comply with this provision shall not invalidate the obligations or the 
guaranty of the same: Provided, That this sentence shall not limit the authority 
of the Corporation to issue obligations for the purpose of carrying out its annual 
budget programs submitted to and approved by the Congress pursuant to the 
Government Corporation Control Act (31 U. S. C., 1946 edition, sec. 841). 
The Commodity Credit Corporation shall have power to purchase such obligations 
in the open market at any time and at any price. 

* * * * * * * 


COMMODITY CREDIT CORPORATION CHARTER ACT 


* * * * * * 


SEc. 4. GENERAL PowEns.—The Corporation 
* * * * * * * 

(i) May borrow money subject to any provision of law applicable to the Corpo- 
ration: Provided, That the total of all money borrowed by the Corporation, other 
than trust deposits and advances received on sales, shall not at any time exceed 
in the aggregate [$10,000,000,000] $7/2,000,000,000. The Corporation shall at 
all times reserve & sufficient amount of its authorized borrowing power which, 
together with other funds available to the Corporation, will enable it to purchase, 
in accordance with its contracts with lending agencies, notes, or other obligations 
evidencing loans made by such agencies under the Corporation's programs. 

* * * * * * ` 


O 





Calendar No. 1216 


BATH CONGRESS SE f REPORT 
No. 1201 


FARM CREDIT ACT OF 1955 


JvuLY 28, 1955.—Ordered to be printed 


Mr. Horrawp, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 
[To accompany H. R. 5168] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 5168) to provide for retirement of the Government 
capital in certain institutions operating under the supervision of the 
Farm Credit Administration; to increase borrower participation in 
the management and control of the Federal Farm Credit System; and 
for other purposes, having considered the same, report thereon with a 
recommendation that it do pass with an amendment. 

The Farm Credit Act of 1953 required the Federal Farm Credit 
Board, established by that act, to study and make recommendations 
to Congress as to methods whereby increased borrower participation 
could be effected in the management, control, and ultimate ownership 
of institutions operating under the supervision of the Farm Credit 
Administration. H. R. 5168 is the result of such study and report 
and your committee believes it would be a forward step in the goal of 
having private borrowers owning and managing these credit agencies. 

The Senate companion bill, S. 1286, was referred to a subcommittee 
which held extensive hearings and favorably reported the legislation 
in the form in which H. R. 5168 passed the House with the exception 
of one amendment. The amendment recommended by the subcom- 
mittee and approved by the full committee would specifically prohibit 
the present surplus and contingency reserves of the banks for coopera- 
tives from being distributed as patronage refunds. 

Attached herewith are the subcommittee report and the report of 
the House Committee on Agriculture which fully explain this legisla- 
tion. The bill was passed by the House as reported by the Agriculture 
Committee. 


REPORT OF THE SUBCOMMITTEE OF THE COMMITTEE ON AGRICULTURE AND 
Forestry on H. R. 5168 


Your subcommittee to whom was referred the bill (H. R. 5168) to provide for 
retirement of the Government capital in certain institutions operating under the 
supervision of the Farm Credit Administration; to increase borrower participation 
in the management and control of the Federal Farm Credit System; and for other 
purposes, having considered the same report thereon with the recommendation 
that it pess with an amendment. 
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2 FARM CREDIT ACT OF 1955 


The subcommittee amendment would insert on page 12, line 9, before the 
period, a colon and the following: “Provided, That any surplus and contingency 
reserves show n on the books of the banks as of the effective date of title I of the 
Farm Credit Act of 1955 shall not be distributed as patronage refunds", 

This amendment would make it absolutely clear that no part of the surplus 
and contingeney reserves shown on the books of the banks for cooperatives as 
of the date of enactment of the bill could be distributed as patronage refunds. 
This sum, which amounted to $81,720,003 as of December 31, 1954, was accumu- 
lated in large part through the use of interest-free money end should be main- 
tained in the system to assure its contirued stability and cushion it against the 
effect of such bona fide losses as might be sustained at some future time. The 
existence of this surplus and reserve should not be use i to justify the establish- 
ment of interest rates below those otherwise required, but interest rates should 
be maintained at levels sufficient to assure the nod existence of this reserve 
fund. 

The principal purpose of the bill is to provide for increased borrower participa- 
tion in the Federal Farm Credit System. It would carry out the recommendations 
submitted " Congress by the Federal Farm C redit Board on December 8, 1954 
(S. Doc. 7, 84th Cong.), pursuant to section 2 of the Farm Credit Act of 1953, 
except those relating to the production credit institutions which were covered by 
section 201 of the bill as introduced, which section was eliminated by action of the 
House of Representatives. The provisions eliminated were opposed by many of 
the witnesses who appeared before the subcommittee. The bill is fully explained 
in the report of the House Committee on Agriculture attached hereto. 

SrEssARD L. HoLrAND, 

Chairman, 
CirNTON P. ANDERSON, 
EARLE C. CLEMENTS 
GEORGE D. AIKEN. 


(H. Rept. No. 863, Sith Cong., 1st sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 5168) to provide for retirement of the Government ca pital 
in certain institutions operating under the supervision of the Farm 
Credit Administration, to increase borrower p: ticipation in the man- 
agement and control of the Federal farm credit system, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Page 10, line 14, after “Sec. 103.” insert “(a)”. 

Page 12, line 9, strike out “offective” and insert “effective”. 

Page 1 12 beginning on line 20, strike out “pro rata in accordance 
with the second sentence of subsection (c) of this section” 

Page 13, beginning on line 19, strike out the remainder of page 
all of page 14, and through line 2 on page 15, and insert: 


(c) APPLICATION oF AssETs ON LIQUIDATION OR Disso.uTion.—In the case 
of liquidation or dissolution of any bank for cooperatives, after the payment or 
retirement, as the ease may be, first, of all liabilities; second, of all capital stock 
issued before the effective date of title I of the Farm Credit Act of 1955 held by 
cooperative associations at par, all class A stock at par, and all class B stock at 
par; and third, of all class C stock at par; any surpluses and contingency reserves 
existing on the effective date of said title I shall be paid to the holders of out- 
standing capital stock issued before the effective date of said title I, class A stock 
and class C stock pro rata, and any remaining surplus and contingency reserves 
shall be distributed to those entities to which they are allocated on the books of 
the bank, If it should become necessary to use any surplus or contingency 
reserves to pay any liabilities or to retire any capital stock, allocated contingency 
reserves and surplus shall be exhausted first in accordance with rules prescribed 
by the Farm Credit Administration. 

(b) For purposes of applying the amendment in subsection (a) of this section, 
that part of the fiscal year 1956 preceding the effective date of title I of this Act 
and that part of such year following said effective date shall be deemed to be 
separate fiscal years, 
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FARM CREDIT ACT OF 1955 


Page 16, line 23, strike out “three” and insert “six”, 

Page 17, line 19, strike out “three” and insert “six”. 

Page 23, beginning on line 14, strike out all of section 201, through 
page 28, line 8, and renumber following sections to conform. 

Page 30, beginning on line 20, strike out all of sections 207 and 208, 
through page 31, line 8. 

Page 34, line 10, strike out “therefore” and insert “therefor” 

Page 34, line 13, strike out the period at the end of subsection (d) 
and insert ‘‘and substituting ‘but loans to any one borrower shall not 
exceed $100,000 unless approved by the Farm Credit Administra- 
tion’,”’ 

Page 35, line 10, strike out “capitol” and insert “capital”. 

Page 37, line 2, after “Suc. 401.” strike out through and including 
the colon on line 8, and insert: 

(a) Section 5 (b) of the Farm Credit Act of 1937, as amended, is amended by 
changing the sixth sentence thereof to read as follows: 

“After the date of enactment of the Farm Credit Act of 1955, no person shall 
be eligible for election or appointment to membership on said Board if such per- 
son has within one year next preceding the commencement of the term been a 
salaried officer or employee of the Farm Credit Administration, or a salaried 
officer or emplovee of any corporation operating under the supervision of the 
Farm Credit Administration.” 

(b) Section 5 (d) of the Farm Credit Act of 1937, as amended, is amended— 

(1) by substituting “six months” for “three months’? wherever it occurs 
in paragraph (2) thereof; and 
(2) by adding at the end thereof a new paragraph as follows: 


” 


Page 38, line 9, strike out “this sentence” and insert “the Farm 
Credit Act of 1955". 
STATEMENT 


Section 2 of the Farm Credit Act of 1953 (act of August 6, 1953) 
states that it is the policy of Congress “to encourage and facilitate 
increased borrower participation in the management, control, and 
ultimate ownership under the permanent system of agricultural credit 
made available through institutions operating under the supervision 
of the Farm Credit Administration." The same section requires the 
Federal Farm Credit Board, established by the 1953 act, to study the 
further steps needed to carry this policy into effect and to recommend 
to Congress such additional and supplemental legislation as might be 
required. 

"The Board's report, including a draft of its recommendations in 
legislative form, was submitted to Congress on December 8, 1954, and 
printed as Senate Document 7, 84th Congress. H. R. 5168, reported 
herewith, embodies most of the recommendations contained in that 
report. 

At the hearings on the bill, which continued for several days, 
numerous witnesses, including representatives of the major farm 
organizations, appeared in support of the measure. No witnesses 
appeared in opposition to the bill as a whole but there was a substantial 
difference of opinion as to the merits of certain portions of the bill. 
In general, the committee amendments have changed or removed 
from the bill those portions to which there was substantial opposition. 
These will be discussed in more detail later in the report. 


74003°—57 S. Rept., 84-1, vol. 3—— 63 
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FARM CREDIT ACT OF 1955 


Farm Crepit System 


Following is a brief outline of the Federal farm credit system. It 
consists of the following: 

1. The Farm Credit Administration which supervises, examines, 
and coordinates the activities of the credit agencies in the Federal 
farm credit system. The Farm Credit Administration consists of the 
Federal Farm Credit Board, the Governor, and its other officers and 
employees. 

2. The Federal land-bank system established pursuant to the Fed- 
eral Farm Loan Act approved July 17, 1916. It consists of 12 Federal 
land banks which provide farmers and ranchers with long-term credit 
on farms and ranches through approximately 1,100 national farm loan 
— 

. The Federal intermediate credit bank system established pur- 
— to the Agricultural Credits Act of 1923. It consists of 12 banks 
which discount paper for or make loans to production credit associa- 
tions and also to certain private credit agencies making short-term 
agr icultural loans to farmers and ranchers. 

The production credit system created by the Farm Credit Act 
of “1933, It consists of 12 production credit corporations and 498 
production credit associations. The production credit corporations 
supervise the production credit associations, which make short-term 
agric ultural loans to farmers and ranchers. 

The system of banks for cooperatives also created by the Farm 
Credit Act of 1933. It includes 12 regional banks for coope ratives 
and 1 Central Bank for Cooperatives, whieh extend credit to farmers' 
— ‘ting, purchasing, and service coopel ratives 

The Federal Farm Mortgage Corporation “organized under the 
— Farm Mortgage Corporation Act of 1934. This is the Cor- 
poration which made the Land Bank Commissioner-type loan under 
the Emergency Farm Mortgage Act of 1933. It is now principally 
engaged in liquidating the remaining loans so made and the assets 
which it acquired in connection with such loan program. 

The United States is divided into 12 farm credit districts and in 
each district there is a Federal land bank, a Federal intermediate 
credit bank, a production credit corporation, and a bank for coopera- 
tives. In order to coordinate the operations of each of these institu- 
tions in each district there is a district farm credit board, the members 
of which are ex officio directors of each of the institutions. However, 
each of the institutions has its own officers elected by its board of 
directors. Each district board now consists of 7 meinbers selected 
as follows: 2 members elected by the district national farm loan as- 
sociations, 2 members elected by the district production credit asso- 
ciations, 1 member elected by the cooperative associations which hold 
stock in the regional bank for cooperatives, and 2 members appointed 
by the Governor of the Farm Credit Administration. 

The bill is divided into four titles: Title I relates to banks for co- 
operatives; title II relates to the production credit system; title III 
to the Federal land-bank system; and title IV contains miscellaneous 
provisions relating to the conduct of elections pertaining to member- 
ship on district farm credit boards and to nominees for appointment 
to, and the terms of office of members on, the Federal Farm Credit 
Board, 
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TITLE I—BANKS FOR COOPERATIVES 


The system of banks for cooperatives consists of 13 banks, 12 re- 
gional banks for cooperatives, 1 located in each farm credit district, 
and the Central Bank for Cooperatives located in Washington, D. C. 
Upon organization, the banks were capitalized by the U nited States 
out of the revolving fund from which the Federal Farm Board previ- 
ously made loans under the Agricultural Marketing Act of 1929. The 
original capitalization amounted to $110 million. As the credit 
service of these banks to farmers’ cooperatives increased, capital sub- 
scriptions by the United States increased until they reached $178.5 
million in 1945. Although the banks have continued to increase 
their credit services to cooperatives, such subscriptions have now been 
reduced to $150 million. Farmers’ cooperative associations borrow- 
ing from the banks are required to purchase capital stock or subscribe 
to the guaranty fund (both of which are hereafter referr ed to as capital 
stock) ‘of the banks in stated amounts related to the size and type of 
loans. As of December 31, 1954, cooperative associations held capital 
stock totaling $19,904,400, and the banks had earned surplus and 
reserves in the sum of $81,720,003. A balance of approximately 
$35.7 million remains in the revolving fund available for further sub- 
scriptions to capital in these banks if the need therefor should arise. 

The banks for cooperatives obtain their loan funds, in addition to 
the capital and surplus, through the sale of debentures to the public 
and by loans from the Federal intermediate credit banks and com- 
mercial banks. Since August 23, 1954, the banks have been author- 
ized to sell consolidated collateral trust debentures which are the joint 
and several obligations of all of the banks. Prior to that date only the 
Central Bank had the authority to issue and sell debentures. The 
first issue of consolidated debentures was dated February 1, 1955, and 
was issued to refinance an issue of Central Bank debentures. ‘The 
authority to issue consolidated debentures gave the banks a broader 
base for borrowings and should assist the banks to rely more heavily 
upon the use of borrowed funds in their lending operations. 

As previously stated, the banks for cooperatives make loans to 
farmers’ marketing, purchasing, and service cooperatives. The loan 
programs of the 12 regional banks and the Central Bank are coor- 
dinated to avoid duplication of operations and lending authority. 
Lending limits are established by the Farm Credit Administration 
for the regional banks based on a percentage of their capital, surplus, 
and reserves depending on the type of loan. These lending limits are 
sufficient to enable the regional banks to meet the needs of most 
cooperative associations. When the amount of loans applied for by 
a single borrowing association would exceed the lending limits of a 
regional bank, the amount above the — lit mit is offered to the 
Central Bank. Thus a regional bank, with the Central Bank par- 
ticipating in the larger loans, has been oe to distribute the risk, 
and the system has been able to render adequate credit service on a 
sound basis to both large and small farmers’ cooperatives throughout 
the Nation. The Central Bank makes a few loans direct. Also, it 
has served as a source of funds for the district banks which has per- 
mitted greater use of the resources of the system. 

Under present law, the required capital stock purchases by borrow- 
ing cooperatives will not furnish sufficient capital funds to permit the 
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banks to operate on a sound basis and meet the credit needs of farmers’ 
cooperatives. As presently organized, the use of Government capital 
is essential to continued operation of the system. 

The primary purpose of title I of the bill is to provide a plan under 
which the banks would be organized on a truly cooperative basis. 
Borrowing cooperatives would continually make capital contributions 
to the system so long as they used its credit service. Each year final 
net savings (after taxes, dividends, reserves, and surplus require- 
ments) would be distributed as patronage refunds to borrowing 
cooperatives in the form of capital stock, all of which capital would 
remain in the system until all of the capital stock of the United States 
had been retired. Each year Government capital would be retired 
in an amount equal to the required stock contributions of and the 
patronage refunds to the borrowing cooperatives. 


TITLE II— PRODUCTION CREDIT SYSTEM 


Title II of the bill relates to the production credit svstem consisting 
of 12 production credit corporations, which are wholly Government- 
owned, and 498 production credit associations. Currently, 415 of the 
production credit associations are wholly member-owned and 83 are 
jointly owned by their members and the production credit corporations 
of their respective districts. 

When this system was established in 1933 the production credit 
corporations were created as wholly owned Government corporations 
to organize, capitalize, and supervise the production credit associations 
in each district so that short-term agricultural credit would be avail- 
able io farmers and ranchers throughout the United States on a 
cooperative basis. 

‘The corporations were capitalized by stock subscriptions made on 
behalf of the United States out of a revolving fund of $120 million. 
As each association was organized the corporation subscribed to the 
initial capital in order to enable it to commence operations. Approxi- 
mately $90 million of the corporation’s capital was used to purchase 
stock in the associations. As the financial position of the associations 
grew on a sound basis through capital contributions made by their 
members and through the accumulation of earnings, the capital stock 
held by the corporations was retired and the proceeds were returned 
to the corporations. By this process the associations are being con- 
verted into member-owned associations, as all but approximately $3 
million of the original approximately $90 million has been returned. 

As of December 31, 1954, member-owned stock in the 498 associa- 
tions was as follows: Class A stock, $25,019,916; class B stock, 
$69,590,065. No class C stock has been sold. 

As of December 31, 1954, the corporations had outstanding stock 
owned by the United States in the amount of $31,735,000 and earned 
surplus and reserves totaling $14,037,840. There remains in the 
revolving fund $58,265,000 available for possible future subscriptions 
to stock in the corporations, $30 million having been returned from 
the original revolving fund to the general fund of the Treasury. All 
of the operating costs of the corporations are paid out of earnings on 
their investments or out of their accumulated surplus funds. 
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TITLE IHI— FEDERAL LAND BANK SYSTEM 


Title III of the bill contains proposed amendments relating to the 
land-bank system, the purpose and objective of which are to increase 
borrower participation in the operations of the system, to increase 
operating efficiency, and to render a more complete long-term credit 
service to agriculture. 

The Federal land-bank system consists of 12 Federal land banks 
and approximately 1,100 national farm loan associations. All of the 
national farm loan associations are capitalized and owned by their 
members, and all of the capital stock of each Federal land bank is 
owned by the national farm loan associations; therefore, the land- 
bank system is wholly member-owned. As of December 31, 1954, 
the national farm loan associations owned $78 million of capital stock 
in the land banks, and the land banks had earned surplus and reserves 
totaling $260 million. 

Initially this system was primarily capitalized by the United States, 
under a plan which provided for eventual borrower ownership through 
the retirement of the Government's capital stock subscriptions as 
capital contributions of members increased. 

The land banks make their loans to farmers and ranchers through 
the national farm loan associations. Each borrower must be a member 
of the association through which he obtains a loan and he must pur- 
chase stock in the association in an amount equal to $5 for each $100 
borrowed. The association in turn must have a like amount of stock 
in the land bank. When the Government had capital invested in the 
land banks, the law required that each year an amount equal to 25 
percent of the subscriptions by the national farm loan associations be 
retired. Originally the Government made stock subscriptions total- 
ing about $9 million. By 1932 this figure had been reduced to about 
$150,000. However, in order to enable the banks to render their 
credit services to agriculture during the severe depression of the early 
thirties, $125 million was made available in 1932 for subscriptions by 
the United States to capital stock of the Federal land banks, and under 
subsequent legislation, the first of which was enacted in 1933, the 
United States subscribed to the paid-in surplus of the banks in the 
amount of approximately $189 million to enable the banks to grant 
deserving borrowers extensions and deferments of payments due on 
mortgage loans. By 1947, the banks had repaid all of these funds, 
and have since been completely member-owned. 

The banks obtain their loan funds over and above their capital by 
the sale of consolidated farm loan bonds to the public. These bonds 
are the joint and several obligations of the banks, and are not guaran- 
teed either as to principal or interest by the United States. As of 
December 31, 1954, the banks had outstanding consolidated bonds in 
the principal sum of approximately $1,030 million. 

At the present time the banks can make loans on farm properties 
in amounts not in excess of 65 percent of the normal value of the indi- 
vidual farm offered as security as that value is determined by land- 
bank appraisers. These appraisers are employees of the Farm Credit 
Administration and they operate under appraisal standards pre- 
scribed by the Farm Credit Administration. Loans so made are 
eligible collateral for the consolidated bonds isused by the banks. 

E * * * * * * 









FARM CREDIT ACT OF 1955 


CoMMITTEE AMENDMENTS 












With the exception of perfecting and clarifying amendments, 
following is an explanation of the amendments to the bill made by the 
committee: 






SECTION 103 











This section amends section 36 of the Farm Credit Act of 1933. 
The language of subsection (c) contained in the bill as introduced 
would have retained a permanent Government interest in the surplus 
and reserves of the banks for cooperatives, even after all the Govern- 
ment stock in the banks had been retired. The amendment made 
by the committee will retain à Government interest in the surplus 
and reserves only so long as, and to the extent that, there is Govern- 
ment ownership of stock in the banks. In the event of liquidation, 
the assets remaining after payment of liabilities would be divided 
pro rata among the stockholders. 








SECTION 201 


This section, covering about five pages in the bill, provided for 
substantial changes in the financial structure and operation of the 
production credit associations and for the assumption of ownership 
by the associations of the production credit corporations. This was 
the most generally opposed section of the bill. There was no unanim- 
ity of criticism. Some witnesses thought it was too generous in its 
treatment of production credit associations—others that it imposed 
too heavy an obligation on them. The great majority were agreed, 
however, that the matter should have further study. With this the 
committee agrees. It has removed section 201 from the bill with the 
understanding that the Farm Credit Board will give this whole matter 
further study "and will make new rec ommendations on the subject by 
the time Congress meets in January 1956. Deletion of section 201 
required also the deletion of two minor sections of title II: sections 
207 and 208. 

SECTION 304 


This section amends section 12 of the Federal Farm Loan Act, 
which establishes the terms and conditions on which farm mortgage 
loans may be made by the Federal land banks. Subsection (a) of the 
bill as introduced would have increased the present ceiling of $100,000 
on such loans to $200,000 and eliminated the requirement that loans 
in excess of $25,000 must have the approval of the central office of 
the Farm Credit Administration. The committee amendment puts 
the ceiling at $200,000 but requires that any loan in excess of $100,000 
must have the approval of the Farm Credit Administration. 
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SECTION 401 


E EER AE nb 


The committee has added an amendment which will prohibit 
salaried officers or employees of the Farm Credit Administration from 
hereafter being elected or appointed members of a district farm credit 
board. Such employees are now ineligible for appointment but not 
for election. The provision will not affect the term of office of anyone 


now serving on such a board. 
* * * 








* * * 
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ANALYSIS OF THE BILL 
Short title 


Section 1 provides that the short title of the bill shall be the Farra 
Credit Act of 1955. 


TITLE I—BANKS FOR COOPERATIVES 


Stock of the banks for cooperatives (sec. 101) 


Section 101 would amend section 42 of the Farm Credit Act of 1933 
so as to provide three classes of stock for the banks for cooperatives: 
Class A, class B, and class C. Each class would have a par value of 
$100 a share. 

Under present law, there is but one class of stock for the banks 
for cooperatives. Approximately 88 percent of the aggregate stock of 
the Central and regional banks for cooperatives is held by the Gov- 
ernor of the Farm Credit Administration on behalf of the United 
States. The balance is held by borrowers from the banks, who are 
required to purchase stock or subscribe to the guaranty fund in 
amounts related to the size of their loans. Present law authorizes 
dividends up to 7 percent per annum, but no dividend has been de- 
chred or paid by a benk for cooperatives. The rights of existing 
stockholders of the banks are adequately protected. 

Class A stock.—-Class A stock would be held only by the Governor 
of the Farm Credit Administration on behalf of the United States. 
Existing stock so held by the Governor on the effective date of title I 
of the bill would be exchanged, share for share, for class A stock of 
the respective banks. Class A stock would be nonvoting and it would 
not be entitled to dividends. At the end of each fiscal year, each 
bank would determine the amount of class A stock to be retired by the 
bank. Funds from the retirement of class A stock would be paid into 
the revolving fund in the United States Treasury from which sub- 
scriptions to stock of the banks are made and would continue to be 
available for subscriptions to class A stock when required for the 
purpose of meeting the credit needs of eligible borrowers from the 
banks. 

The amount of class A stock which each bank would be required to 
retire each year would be the equivalent in dollar value of the amount 
of class C stock issued by the bank for that year except that (1) 
class C stock issued by a regional bank on account of class C stock 
issued to it by the Central Bank, (2) class C stock issued by a regional 
bank in exchange for class B stock the proceeds of which were used to 
retire an equivalent amount of class A stock, and (3) class C stock 
issued by a regional bank in exchange for capital stock of the bank 
outstanding on the effective date of title I would not be included in 
calculating the minimum amount of class A stock the bank must 
retire. Any amount of class A stock retired in excess of such mini- 
mum amount in any one year could be used to reduce to that extent 
the amount required to be retired in any subsequent year. 

Class B stock.—Class B stock would be an investment stock intended 
for sale to farmers’ cooperative associations and others as one of the 
new means of capitalizing the banks for cooperatives. It would be 
sold only at par and would be nonvoting. With the approval of the 
Farm Credit Administration, a bank would be authorized to pay 
noncumulative dividends on class B stock not in excess of 4 percent 
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per annum, if the surplus account. of the bank after the payment of 
such dividends would not be less than 25 percent of the bank's out- 
standing stock. Patronage refunds could not be distributed in any 
year unless for that year a dividend of at least 2 percent was paid on 
class B stock. Class B stock would be issued in series and amounts 
approved by the Farm Credit Administration. The particular condi- 
tions of such stock would be stated on the face of the stock certificates. 
Class B stock could be called for retirement at par after all class A 
stock of the bank has been retired, the oldest outstanding class B stock 
to be called first. A holder of class B stock whose stock has been 
called for retirement could elect, with the approval of the issuing 
bank, to have his called stock remain outstanding, subject to its being 
included in the next call for retirement. 

Class C stock.—Class C stock would in effect be the voting, common 
stock of the banks. It would be issued at its fair book value but not 
in excess of par. No dividends would be paid on it. Ordinarily it 
would be issued to and held by farmers’ cooperative associations which 
borrowed from the banks for cooperatives, but class C stock of the 
Central Bank would only be issued to and held by regional banks. 
Class C stock could be issued in fractional shares as well as whole 
shares. 

A cooperative association holding one or more shares of class C stock 
of a regional bank for cooperatives would be entitled to vote in the 
polls for designating nominees for appointment to the Federal Farm 
Credit Board pursuant to section 4 (a) of the Farm Credit Act of 1953, 
in the nomination polls and elections of members of district farm credit 
boards pursuant to section 5 of the Farm Credit Act of 1937, as 
amended, and in the nomination and election of directors of the Central 
Bank for Cooperatives under section 104 of the bill. The association, 
in such polls and elections, would have one vote only without regard 
to the number of shares of class C stock held by it. A cooperative 
association holding class C stock, and otherwise entitled to vote, would 
not be eligible to vote if it had not been a borrower from a bank of 
which it holds class C stock, or from the Central Bank, within a period 
of 2 years next preceding a date, fixed by the Farm Credit Administra- 
tion, prior to commencement of the voting. The voting rights of an 
association holding existing stock of a bank for cooperatives would not 
be impaired. Associations holding guaranty-fund equivalents of 
class C stock or of existing stock would have the same voting rights as 
would the respective holders of such stock. 

Each borrower from a bank for cooperatives would be required to 
own, at the time the loan is made, at least one share of class C stock, 
which might be paid for out of the loan proceeds. In addition, each 
borrower would be required quarterly to purchase class C stock in 
the lending bank in an amount equal to not less than 10 nor more 
than 25 percent of the amount of interest on loans payable by the 
borrower to the bank during the calendar quarter. The amount of 
the quarterly stock purchase, within the 10-25 percent limits, would 
be prescribed by the board of directors of the bank with the approval 
of the Farm Credit Administration. Payments for the stock required 
to be purchased would be made quarterly or when the regular inter- 
est payments of the borrower were payable. The stock would be 
issued to the borrower as of the end of the fiscal year in the amount 
of such payments made by the borrower during that fiscal year. 
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These required purchases of stock would not necessarily be limited 
to cooperative associations eligible to borrow, but might be imposed 
upon other entities which were carrying loans with a bank; for example, 
an association might become ineligible to borrow after it obtained a 
loan or an association’s property might be acquired, subject to a 
loan, by a corporation not qualified as a cooperative association. 
Borrowers such as these could be required by regulations of the Farm 
Credit Administration to make the quarterly stock purchases. 

Each regional bank would be required to own at least one share of 
class C stock of the Central Bank. Also, in connection with each 
loan made by a regional bank in which the Central Bank purchases 
a participating interest, the regional bank would be required quarterly 
to buy class C stock of the Central Bank in an amount equal to not 
less than 10 nor more than 25 percent of the amount of interest pay- 
able by the regional bank to the Central Bank during the quarter by 
reason of the participating interest of the Central Bank in the loan. 
The amount of the quarterly stock purchase, within the 10-25 per- 
cent limits, would be prescribed by the Board of Directors of the 
Central Bank with the approval of the Farm Credit Administration. 
The stock would be paid for by the regional bank and issued by the 
Central Bank in substantially the same way that borrowers from a 
— bank would pay for and receive class C stock of the regional 

ank. 

After all class A stock has been retired, class C stock could be 
retired at par through the method of retiring first the oldest class C 
stock outstanding, but class C stock issued for a fiscal year period 
could not be retired until aJ] class B stock issued during or prior to 
that fiscal year had been called for retirement. 

Stock conversion privileges.—Outstanding capital stock issued before 
the effective date of title I held by a borrower could be converted 
into class B or class C stock, and class B stock could be converted 
into class C stock for the purpose of making the quarterly purchases 
of class C stock required of a borrower (see also sec. 111). 

Guaranty-fund subscriptions in lieu of stock purchases.—The laws of 
certain States do not permit cooperative associations to acquire stock 
in a bank for cooperatives. Consequently, section 101 contains provi- 
sions, similar to provisions of the existing law, which would authorize 
an association organized under the laws of such a State, in lieu of 
purchasing stock, to subscribe to a guaranty fund of the lending bank 
in amounts equivalent to the amounts of class C stock which the 
association would otherwise be required to purchase. Patronage re- 
funds payable to such an association would be credited to the guaranty 
fund for its account in lieu of the issuance of class C stock. Such an 
association would also be authorized to make payments into the 
guaranty fund in lieu of the purchase of class B stock. To the extent 
permitted by the laws of the State under which such an association is 
organized, the holder of guaranty-fund equivalents of class B or class C 
stock would have the same rights and status as class B and class C 
stock, respectively; and the rights and obligations of the bank as 
respects such guaranty-fund equivalents would be the same as its 
rights and déliatiom with respect to class B or class C stock, 
respectively. 

ien on stock.—Section 101 would authorize the bank, upon default 
of a loan, to retire and cancel all or any part of the borrower’s stock 
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in the bank at fair book value not exceeding par in total or partial 
liquidation of the debt. Thus, stock held by a borrower in a bank 
would constitute additional collateral for any indebtedness of the bor- 
rower to the bank. If an association borrowed directly from the 
Central Bank, that bank would have a first lien on any amount of 
class C stock which the association owned in any regional bank on 
account of the direct loan from the Central Bank, and the regional 
bank would have a lien on such stock, for any indebtedness of the 
association to it, junior only to the lien of the Central Bank. Ifa direct 
loan of the Central Bank were in default and class C stock issued by a 
regional bank to the borrower in connection with the loan were retired, 
the corresponding stock in the Central Bank held by the regional bank 
would also be retired. 

Election of additional district farm credit board members.—Section 5 
(d) (2) (C) of the Farm Credit Act of 1937, as amended by section 15 
of the Farm Credit Act of 1953, provides that whenever the sum of the 
capital stock and subscriptions to the guaranty fund of a regional 
bank for cooperatives held by cooperatives, and surplus and reserves 
of the bank, shall equal or exceed 66% percent of the total capital stock, 
subscriptions to the guaranty fund, surplus, and reserves of the bank, 
the cooperative associations which are stockholders or subscribers to 
the guaranty fund of the bank shall under prescribed conditions be 
entitled to elect a second member of the district farm credit board. 
Section 101 provides that, for the purposes of calculating such 66% per- 
cent, the term “capital stock and subscriptions to the guaranty fund 
held by cooperatives,” or the equivalent of that term, shall mean all 
outstanding class B and class C stock of the bank and the guaranty- 
fund equivalents thereof, as well as outstanding stock issued before 
the effective date of title I. 

Application of stock provisions to Central Bank (sec. 102) 

Section 102 provides that the provisions of the bill relating to class 
A, class B, and class C stock of the regional banks shall apply generally 
to the Central Bank. An association borrowing directly from the 
Central Bank would be required to own at the time the loan is made 
at least one share of class C stock in a regional bank designated by 
the Farm Credit Administration. Such a borrower would be required 
to invest quarterly in class C stock in such regional bank er banks as 
the Farm Credit Administration might designate, amounts equal to 
not less than 10 nor more than 25 percent of the amount of interest 
payable by the borrower on the loan during the calendar quarter. 
The amount of the quarterly stock purchase, within the 10-25-per- 
cent limits, would be prescribed by the Board of Directors of the 
Central Bank with the approval of the Farm Credit Administration, 
Payments for the stock required to be purchased would be made 
quarterly or when the regular interest payments of the borrower were 
payable. The stock would be issued to the borrower as of the end of 
the fiscal year in the amount of such payments made by the borrower 
during that year. The regional bank which issued stock to such a 
direct borrower from the Central Bank would be required to purchase 
a corresponding amount of class C stock in the Central Bank 


Application of savings; distribution of assets upon liquidation (sec. 103) 
Section 103 (a) amends section 36 of the Farm Credit Act of 1933 
to provide a new method of application and distribution of the net 
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savings of the banks, as determined for each fiscal year in accordance 
with the bill, whereby all such savings would be applied or distributed 
by allocation and none would be retained by the banks in the nature of 
unapplied or unallocated earnings. Net savings would be the amount 
of income of a bank remaining after all operating expenses are paid or 
provided for, including the establishment of reasonable valuation 
reserves, and the making good of any losses in excess of any such 
valuation reserves. The net savings would be applied as follows: 


Restoring impairment of capital stock.—1f the board of direc- 
tors of a bank had determined that the capital stock of the bank 
was impaired, net savings would be applied first toward the 
restoration of the amount of such impairment. 

2. Creation and maintenance of surplus account.—After restora- 
tion of any impairment of ct ipital stock, 25 percent of any remain- 
ing net savings would be carried to a surplus account. As used 
in the bill, “surplus account” means any surpluses and contin- 
gency reserves shown on the books of the banks as of the effective 
date of title I, plus amounts added to the surplus account after 
such date. Amounts of net savings required to be carried to 
surplus account after the effective date of title I would be allo- 
cated to borrowers on a patronage basis approved by the Farm 
Credit Administration and if the surplus account of a bank 
exceeded 25 percent of its total outstanding capital stock, the 
bank might distribute all or any part of such allocated excess 
by issuing class C stock to the patrons to whom the allocations 
were made. Any surpluses and contingency reserves shown on 
the books of the banks as of the effective date of title I could 
not be allocated or distributed, but would remain as a part of 
the permanent capital structure of the banks. The surplus 
account would be divided to show the amounts thereof subject 
to allocation and possible distribution in class C stock, and the 
amounts thereof which must be retained in the bank. 

Franchise tax.—If during all or any part of a fiscal year the 
United States held stock in a bank for cooperatives, the bank, 
after making the required transfer to surplus account, would, as 
presently provided by law, pay a franchise tax to the United 
States equal to 25 percent of its net savings then remaining, but 
not exceeding a rate of return on the Government's investment 
in the bank's stock calculated at a rate equal to the computed 
average annual rate of interest on all public issues of public-debt 
obligations of the United States issued during the fiscal year end- 
ing next before such tax is due, Since the tax would be due on 
the last day of a fiscal year, the applicable rate of interest would 
be the rate for the preceding fiscal year. Patronage refunds re- 
ceived by a regional bank from the C ‘entral Bank would not be 
included in the computation of net savings of the regional bank 
for the purpose of computing the franchise tax since the Central 
Bank also would be subject to the franchise tax provisions. 

4. Contingency reserves —Out of net savings remaining after 
payment of any franchise tax a bank could establish and main- 
tain reasonable contingency reserves. Amounts of net savings 
applied to contingency - reserves after the effective date of title I 
would be allocated to borrowers on a patronage basis approved 
by the Farm Credit Administration. 1f at the end of any fiscal 
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year a bank determined that a portion of its contingency reserves 
was no longer necessary, such portion would be transferred to the 
surplus account. 

5. Dividends on class B stock.—Net savings remaining after any 
application thereof to contingency reserves would be available for 
dividends on class B stock to the extent and under the conditions 
heretofore discussed. 

6. Patronage refunds.—The balance of any net savings remain- 
ing after application and distribution as explained above would 
be distributed as patronage refunds. Patronage refunds would 
be paid in class C stock and would be paid in the proportion that 
the amount of interest earned by the bank on the loan of each 
borrower bears to the total interest earned on the loans of all 
borrowers from the bank during the fiscal year. The Central 
Bank would pay patronage refunds in its class C stock to the 
regional banks upon the basis of participating interests the 
Central Bank held in loans made by the respective regional banks. 
In the case of a direct loan made by the Central Bank, patronage 
refunds of the Central Bank would be paid in class C stock issued 
to the regional bank or banks which issued stock to the borrower 
in connection with such direct loans, or to a regional bank or 
banks designated by the Farm Credit Administration. Regional 
banks receiving class C stock of the Central Bank in connection 
with direct loans of the Central Bank would issue like amounts 
of their class C stock to the respective borrowers. 

7.. Disposition of losses. — A net loss in any fiscal year would be 
absorbed by: First, charges to allocated contingency reserves; 
second, charges to allocated surplus; third, charges to other con- 
tingency reserves and surplus; fourth, the impairment of class 
C stock; and fifth, the impairment of all other stock. 

Section 103 (a) also provides for the distribution of assets upon 
liquidation or dissolution of the banks. In that event, all liabilities 
would first be paid or payment thereof provided for. Next, capital 
stock issued before the effective date of title I held by cooperative 
associations, class A stock, and class B stock would be retired at par. 
Remaining assets of the bank would be used next to retire all class C 
stock at par. Any remaining assets would then be distributed as 
follows: First, surpluses and contingency reserves on hand on the 
effective date of title I would be paid to the holders of outstanding 
stock issued before the effective date of title I, class A and class C 
stock pro rata; and second, any residual assets (surpluses and contin- 

ency reserves) would be distributed as allocated on the books of the 

ank. Section 103 (a) also provides that in absorbing losses, allocated 
contingency reserves and allocated surplus shall be exhausted first 
and other contingency reserves and surplus would then be used. 

Section 103 (b) provides that for the purpose of applying the amend- 
ment in subsection (a), the fiscal year 1956 may be divided and each 
part thereof treated as a separate fiscal year. Under this provision, 
the savings prior to the effective date of title I would be applied in 
accordance with the law in effect before such date and savings there- 
&fter would be applied in accordance with the amendment contained 
in section 103 (a). 
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Board of Directors of Central Bank (sec. 104) 

Under existing law the Board of Directors of the Central Bank for 
Cooperatives consists of seven members. One member is an official 
of the Farm Credit Administration designated by the Governor, who 
is ex officio Chairman of the Board and chief executive officer of the 
bank. The remaining 6 Directors are appointed by the Governor, 3 
from nominees selected by cooperative associations which are borrow- 
ers from the Central Bank. 

Section 104 would amend section 31 of the Farm Credit Act of 1933 
to provide a new Board of seven members for the Central Bank. 
Initially 4 Directors would be appointed by the Governor of the Farm 
Credit Administration by and with the advice and consent of the 
Federal Farm Credit Board and 3 would be elected by the regional 
banks for cooperatives and cooperative associations eligible to vote in 
accordance with regulations prescribed by the Farm Credit Admin- 
istration. Any appointed Director could be removed at pleasure at 
any time by the Farm Credit Administration. The terms of office 
of members of the new Board would be staggered so that new mem- 
bers would be appointed and elected each year. After the expiration of 
initial terms expiring at the end of 1 and 2 years, respectively, the 
terms of office of all appointed and elected Directors would be 3 years. 

Initially, for the purpose of electing Directors of the Central Bark, 
the 12 farm credit districts would be divided into 3 areas, each com- 
prised of 4 contiguous farm credit districts, and a Director from each 
of such areas would be elected from nominees selected by the regional 
banks of the area and cooperative associations of the area eligible to 
vote. Whenever the sum of the capital stock and subscriptions to 
the guaranty fund of the Central Bank not held by the Government 
and surplus and reserve accounts of the bank equaled or exceeded 
66% percent of the total capital stock, subscriptions to the guaranty 
fund, and surplus and reserve accounts of the bank, additional 
Directors would be elected until a total of 6 of the Directors were 
elected Directors and the remaining 1 an appointed Director. When 
the number of elected Directors is to be increased from 3, the Farm 
Credit Administration would group the farm credit districts into 6 
areas, each comprised of 2 contiguous farm credit districts and a 
Director would be elected from each of said 6 areas from nominees 
selected by the banks for cooperatives and associations eligible to 
vote in the area. If, after more than 3 Directors have been elected, 
the sum of the capital stock and subscriptions to the guaranty fund 
of the Central Bank not held by the Government and surplus and 
reserve accounts of the bank should fall below the aforesaid 66% 
jercent, elected Directors as their terms expired would be replaced 

y appointed Directors until again the number of elected Directors 
did not exceed 3. 

In providing for the election of Directors, section 104 would grant 
the right to vote to the regional banks for cooperatives and to coop- 
erative associations which are eligible to vote and own one or more 
shares of class C stock in a bank or one or more shares of presently 
outstanding stock. A principal reason for extending the voting rithts 
in this way is because it is contemplated that under the bill there 
would be very few direct borrowers from the Central Bank, whereas 
the regional banks and cooperative associations using the system 
have a real interest in the management of the affairs of the Central 
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Bank. Each regioaal bank and each association eligible to vote 
would be entitled to one vote only without regard to the number of 
shares of stock it held, aud the vote could be cast only with respect 
to elections in the area in which is located the main office of the voter, 

Elected Directors would be requ ired to have been residents of the 
area from which they are elected for a period of at least 2 years prior 
to the election. To be eligible for nomination, election, or appoint- 
ment as a Director, a person could not have been within a period of 1 
year next preceding the commencement of the term a salaried officer 
or employee of the Farm Credit Administration or of any corporation 
operating under supervision of the Administration. If a member of 
the Federal Farm Credit Board or of a district farm credit board were 
appointed or elected as Director, he wouid be required to resign as 
member of the Federal Board or district board before assuming duties 
as Director of the Central Bank. If a Director of the Central Bank 
became a member of the Federal Farm Credit Board or of a district 
farm credit board or an officer or employee of the Farm Credit Admin- 
istration or of any corporation operating under its supervision, he 
would not be eligible to continue to serve as Director of the Central 
Bank. The provisions of section 104 with respect to the eligibility of 
Directors of the Central Bank is patterned after the similar provisions 
of the Farm Credit Act of 1953 relating to members of the Federal 
Farm Credit Board. 


Powers of Boards of Directors 

Under the present law the Chairman of the Board of the Central 
Bank is an officer of the Farm Credit Administration designated by the 
Governor. ‘his official is also the chief executive officer of the bank. 
The powers of the Board of Directors are such as are prescribed in the 
charter and bylaws. Section 105 would authorize the Board of 
Directors to elect a Chairman and a Vice Chairman from among its 
members. It would also provide specifically that the Board, subject 
to approval of the Farm Credit Administration, would have power to 
appoint and fix the compensation of the chief executive officer and 
such other officers, employees, experts, and consultants as might be 
necessary for the efficient conduct of the bank’s business. An officer 
or employee of the Farm Credit Administration would not be eligible 
to serve as chief executive officer of the bank. 


Miscellaneous provisions (sec. 106) 

Policy regarding loans by Central Bank.—Section 106 enacts into 
law the present policy under which the Central Bank makes loans only 
when it is not practicable for the loan to be made by a regional bank. 
Under this poliey, the bulk of the business of the Central Bank i 
represented by interests purchased by the bank in the larger E 
made by regional banks. 

Authority - of custodians of collateral (sec. 107).—Section 107 provides 
that custodians of collateral who act for the banks for cooperatives 
may act also, with the approval of the Farm Credit Administration, 
as custodians in connection with loans of eligible cooperative associa- 
tions obtained from other sources. This provision would facilitate 
borrowings by the cooperative associations from commercial lenders. 

Transfer of certain functions to Central Bank Board (sec. 108).—In 
view of the provisions of section 105 whereby the chief executive 
officer of the Central Bank would not be an official of the Farm Credit 
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Administration, and the proposed broadening of the powers of the 
Bank's Board of Directors, section 108 provides for the transfer to 
the Board of Directors of the bank or the Farm Credit Administration 
of authorities vested in the Chairman of the Board under present law, 
and provisions of existing law inconsistent with these provisions of 
the bill would be repe aled (sec. 110 (c) also repeals a provision which 
is inconsistent with the provisions of the bill). 

Interest rates (sec. 109).—Existing law relates the interest rates on 
loans made by the banks for cooperatives to interest rates charged 
by Federal intermediate credit banks and Federalland banks. Interest 
rates are prescribed by the Governor as he determines necessary for 
the needs of the banks, but no interest rate may exceed 6 percent 
per annum. The interest rate for operating capital loans is conformed 
as nearly as may be practicable to a rate 1 percent in excess of the 
rate paid by produc tion credit associations to the intermediate credit 
banks. The interest rate on commodity loans conforms likewise to 
the prevailing interest rates on commodity loans charged by the inter- 
mediate credit banks and the interest rate on facility loans conforms 
to the rate charged by the Federal land banks on mortgage loans. 
In view of the necessity of setting rates so as to provide adequate 
interest income to the banks for cooperatives, it seems inappropriate 
and unrealistic to relate the interest rates that they may charge to 
rates charged by other institutions. Accordingly, section 109 provides 
that the boards of directors of the respective banks for cooperatives 
would prescribe the interest rates on loans from time to time with the 
approval of the Farm Credit Administration, hut in no case could 
the interest rate exceed 6 percent per annum. 

Receivership; voluntary liquidation (sec. 110).—The present law pro- 
vides receivership and voluntary liquidation proceedings for the 
regional banks for cooperatives but not for the Central Bank. See- 
tion 110 (a) would make these provisions applicable also to the Central 
Bank. 

Limitation on com pensation. -Section 110 (b) would repeal the pro- 
vision of law limiting to $13,800 per annum the compensation which 
may be paid directors, officers, or employees of the banks for coopera- 
tives, production credit corporations, and production credit associa- 
tions, No limitations upon compensation have ever applied to Fed- 
eral land banks, Federal intermediate credit banks, or national farm 
loan associations. However, the compensation of officers and em- 
ployees of ail supervised institutions is subject to the approval of the 
"arm Credit Administration. Placing institutions of the coopera- 
tive bank and production credit svstems upon the same basis as are 
the others would be consistent with the express congressional policy 
to facilitate increased borrower participation in the management, 
control, and ultimate ownership of the farm credit svstem. 

Authority to issue regulations.— Section 110 (d) would extend the 
general authority of the Farm Credit Administration to make regula- 
tions for the efficient execution of the Federal Farm Loan Act and 
acts amendatory thereof and suppleme ntary thereto to the Farm 
Credit Act of 1933 and acts amendatory thereof and supplementary 
thereto. This provision would grant the Farm Credit "Administra- 
tion the same authority to issue regulations with respect to the banks 
for cooperatives, the production credit corporations, and production 
credit associations that it now has with respect to the Federal land 
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banks, Federal intermediate credit banks, and national farm loan 
associations. 


Application to existing loans (sec. 111) 

Generally, under section 111 of the bill, the provisions of title I 
would not apply to loans made before its effective date, except as and 
when such loans might be brought under the new provisions by agree- 
ments between the borrowers and the lending banks. Holders of 
stock of banks for cooperatives issued before title I became effective 
would retain voting rights. By agreement between a borrower and 
the bank, such stock may be converted in whole or in part into the 
new class B or class C stock or equivalent guaranty-fund credits. 
With respect to any such stock not so converted, the holder would 
retain his right to have such stock retired upon repayment of the 
loan. With the approval of the Farm Credit Administration, a bank 
might retire old stock and hold the stock proceeds as security for any 
indebtedness of the borrower to the bank. 

Effective date (sec. 112) 

In order that ample time would be given to effect the fundamental 
changes contemplated in the cooperative bank system and also to 
obviate difficulties of a fiscal nature, section 112 provides that title T 
would be effective on the first day of the month next following 120 
days after the date of enactment. 


TITLE II—PRODUCTION CREDIT SYSTEM 


Title II contains provisions relating to the financial structure and 
operating problems of the production credit associations. 


Preferential dividends on class A stock (sec. 201) 

The law presently grants class A stock preference over class B 
stock upon liquidation of a production credit association but provides 
that these two classes of stock shall share in dividend distributions 
without preference. Class B stock is held for the most part by 
member-borrowers of the associations, generally in amounts required 
in connection with their loans. Class A stock represents investment 
capital provided by members, many of whom are not currently 
borrowing, and capital provided by the production credit corporations, 
Many members of production credit associations bave voluntarily 
purchased class A stock to make possible a reduction in the amount 
of Government capital in the associations. The great majority of 
associations have refrained from paying dividends in order to build 
up their financial strength. Thus, the stockholders of many associa- 
tions have carried their stock investment for a long period without 
dividends. It is felt that the time has now come to recognize the 
position of class A stockholders, who are contributing to the perma- 
nent capital of the associations, by making it possible for associations 
to pay dividends for their benefit without necessarily paying like 
dividends on the class B stock. Section 201 would authorize the 
associations to pav dividends on class A stock without also paying 
dividends on class B stock. Class B stock is largely held by the active 
borrowers receiving direct benefits in the form of loans from the 
associations. This section, by encouraging further investments in 
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class A stock, would tend to reduce the need for Government capital 
in the associations. 


Distribution of earnings; elimination of guaranty fund; payment of 
dividends (sec. 202) 


The law now requires as a condition precedent to the payment of 
dividends by a production credit association that it establish and 
maintain out of its earnings a guaranty fund at least equal in amount 
to 25 percent of its paid-in capital. The guaranty fund of an asso- 
ciation may not be used for making loans to farmers nor as security 
for borrowings by the association. Accordingly, the guaranty fund 
of an association is largely immobilized and the association is handi- 
capped to that extent in the full use of its capital funds in meeting 
the credit needs of its members. Therefore, section 202 would abolish 
the guaranty fund and provide that the earnings of an association 
in excess of its operating expenses would be applied, first, to the 
restoration of capital impairments, if any, and second, to the establish- 
ment and maintenance of a surplus account, the minimum amount of 
which would be prescribed by the production credit corporation of 
the district. As is the case under existing jaw, an association would 
be authorized to pay dividends of not to exceed 7 percent per annum; 
however, dividends would be paid only when such payments are 
approved by the production credit corporation of the district and are 
consistent with policies established by the Farm Credit Adminis- 
tration. 


Reserves transferred to surplus account (sec. 208) 
Section 203 provides that as of the effective date of title II, any 


amounts held by a production credit association pursuant to present 
law in its guaranty fund or in its reserve for bad and doubtful debts 
would be transferred to the surplus account which would be estab- 
lished under section 202. 


Approval of *excess" loans (sec. 204) 

Because section 202 would abolish the guaranty fund of associations, 
section 204 would also eliminate from the statute the prohibition 
against use of the guaranty fund for making loans to farmers and would 
amend provisions relating to the size of loans which require prior ap- 
proval by the production credit corporation or by the corporation and 
the Farm Credit Administration. Under present law such approvals 
are required if a proposed loan exceeds specified percentages of the 
lending association's capital and guaranty fund. Section 204 would 
change the provisions as regards prior approval of loans by providing 
that no loan could be made by an association which would cause the 
aggregate indebtedness of the borrower to the asso ation to exceed 
15 percent of the capital and surplus of the association unless the loan 
is approved by the production credit corporation, and a loan could 
not exceed 35 percent of the capital and surplus of the association 
unless it is approved also by the Farm Credit Administration. The 
new provisions with respect to prior approval of loans would require 
approval of substantially the same size loans as must have prior 
approval under existing law. 


Tazable status of associations (sec. 205) 


Under present law & produetion credit association is exempt from 
most taxes so long as the production credit corporation owns any of 
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its stock. When all stock of the association owned by the corporation 
is retired, such tax exemption would terminate. Section 205 would 
provide that where the production credit corporation holds no class A 
stock of an association but owns class C stock (authorized by the 
Farm Credit Act of 1953), the association would be subject to taxation. 


TITLE III FEDERAL LAND BANK SYSTEM 


Title III contains amendments relating to the land-bank system, 
the purpose and objective of which are to increase borrower participa- 
tion in the operations of the system, to increase operating efficiency, 
and to render a more complete long-term credit service to agriculture. 
Reports to Farm Credit Administration (sec. 301) 

Under present law, the Federal! land banks and the national farm 
loan associations are required to furnish the Farm Credit Administra- 
tion with a quarterly statement of their condition. In addition, it is 
the duty of the secretary-treasurer of each national farm loan associa- 
tion to furnish a quarterly report to the Farm Credit Administration. 
Experience has shown that such reports are not necessary quarterly 
and that it may be preferable to have them at other intervals, such as 
annually or semiannually. Section 301 would amend such provisions 
to require that the reports involved be made to the Farm Credit 
Administration “as required by it," instead of “quarterly.” 

Stock subscriptions by the United States (sec. 302) 

The Federal Farm Loan Act contains a paragraph, added in 1932, 
which provides for subscriptions by the United States to the capital 
stock of the Federal land banks, authorizes an appropriation of $125 
million therefor, and directs that repayments of such stock be held 
in a revolving fund available for further stock subscriptions. The 
last of the stock held by the United States in the land banks was paid 
off and retired in 1947 and, as directed by the Congress, the revolving 
fund was covered into the general fund of the Treasury in 1950. At 
the present time, therefore, there is no appropriation available for 
further subscriptions by the United States to the capital stock of the 
land banks and section 302 would repeal the statutory authority for 
such subscriptions and appropriations. 

Appraisals by land bank designees (sec. 303) 

Before a Federal land-bank loan now may be closed, the application 
therefor must be referred to a land-bank appraiser, who is a public 
official appointed by the Farm Credit Administration, to investigate 
and make a written report on the security offered for the loan. The 
loan may not be made unless such written report of the land-bank 
appraiser is favorable. Also, the amount of any loan may not exceed 
65 percent of the normal value of the security as determined by the 
land-bank appraiser. A loan made within such requirements, among 
others, may then be pledged by the bank as collateral security for 
farm loan bonds at the amount of its unpaid balance. 

As a result of long experience in making and servicing such loans, 
there are now employees of national farm loan associations and of 
Federal land banks, as well as certain others in each district, suffi- 
ciently familiar with the appraisal standards prescribed by the Farm 
Credit Administration to enable such employees, subject to subsequent 
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review by a regular land-bank appraiser, to make the investigation 
and appraisal of the security now required to be made by a land-bank 
appraiser. Section 303 would amend section 10 of the Federal Farm 
Loan Act to authorize a Federal land bank, with the approval of the 
Farm Credit Administration, to make a loan on the basis of an investi- 
gation and a favorable written report by a person designated by the 
Federal land bank of the district. A loan so made could then be used 
as collateral for bonds at its unpaid balance. A bank making any 
such loan would be required to obtain, within 1 year, a written report 
on the security for the loan by a regularly appointed land-bank 
appraiser. In the event that the unpaid balance of the loan is more 
than 65 percent of the normal value established by the land-bank 
appraiser, the loan could not thereafter be carried as bond collateral 
at an amount in excess of such 65 percent. Further, the loan could 
not thereafter be used as bond collateral in any amount unless the 
report by the land-bank appraiser establishes that the security meets 
the standards prescribed by the Farm Credit Administration for a 
land-bank loan. 

Purposes of loans (sec. 304 (a)) 

The Federal Farm Loan Act enumerates five purposes for which 
Federal land-bank loans may be made. One of the specified purposes 
is to provide the owner of the land mortgaged with funds for general 
agricultural uses. This purpose is broad enough to include such other 
specified purposes as the purchase of land for agricultural uses; the 
purchase of equipment, fertilizers, and livestock for operation of the 
mortgaged farm; and to provide buildings and farmland improvements. 
The other specific purpose of such loans is to liquidate indebtedness 
of the owner of the land mortgaged incurred for agricultural purposes, 
or incurred at least 2 years prior to the date of the loan application. 
In some instances, an applicant may desire to obtain a loan for a 
purpose which is sound and appropriate in his circumstances, but the 
purpose is not plainly within those enumerated in the existing law. 
Section 304 (a) would restate the existing purposes in a single compre- 
hensive provision which would recognize not only all general agricul- 
tural purposes, but, under rules and regulations of the Farm Credit 
Administration, also other requirements of the owner of the land to 
be mortgaged as security for the loan. 


Basis of farm appraisal (sec. 304 (b)) 

The law now provides that a Federal land-bank loan may not exceed 
65 percent of the normal value of the farm mortgaged, as ascertained 
by appraisal, and that “In making said appraisal the value of the 
farm for agricultural purposes shall be the basis of appraisal and 
the normal ear ning power of said farm shall be a principal factor.” 
Section 304 (b) would amend the sentence to add that, “consistent with 
community standards, the appraisal may also reflect home advantages, 
and the availability to a typical operator of the property of earnings 
from other dependable sources to supplement the normal earning power 
of the farm." 

Appraisals under the existing statutory standard have reflected ‘to 
some extent the home advantages of the farm offered as security, 
as well as the availability of earnings from other dependable sources. 
However, under existing statutory restrictions these factors in many 
instances could not be sufficiently reflected in the appraisals so that 
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so-called part-time farms, the operators of which commonly avail 
themselves of other employment, could be deemed acceptable security 
for land-bank loans. The amendment made by section 304 (b) would 
enable the Federal land banks to extend their loan service to cover 
many of such part-time farm properties. 


Loans to farming corporations (sec. 304 (c)) 

Since 1935. the Federal Farm Loan Act has included a provision 
that Federa! land-bank loans may be made to a corporation engaged 
in the raising of livestock if at least 75 percent in value and number of 
shares of the stock of the corporation is owned by individuals them- 
selves personally actually engaged in the raising of livestock on the 
farm to be mortgaged as security for the loan, and if the owners of at 
least 75 percent in value and number of shares of the stock of the 
corporation assume personal liability for the loan. The conditions 
applicable to livestock corporation loans make such loans available, 
for the most part, only to cases of closely held or family-type corpora- 
tions. Section 304 (c) would amend the existing provision to authorize 
loans to corporations engaged in general farming operations if thev 
meet the same requirements which now apply to corporations engaged 
in the raising of livestock. 


Mazimum loans (sec. 304 (d)) 


Under existing law the amount of land-bank loans to any one bor- 
rower is limited to $100,000, but loans to any one borrower may not 
exceed $25,000 unless approved by the Farm Credit Administration. 
Section 304 (d) of the bill would increase the maximum loan limit from 
$100,000 to $200,000, and require loans over $100,000 to be approved 
by the Farm Credit Administration. 


Deferment of installment payments (sec. $05) 


Federal land-bank loans are required to be made on an amortization 
plan under which the loan will be repaid within an agreed period of 
not more than 40 years. The land banks now have authority to per- 
mit borrowers to defer the payment of principal installments on their 
loans in distress cases. ‘The Federal Farm Loan Act also includes a 
provision which specifically authorizes the banks to permit a borrower 
to defer payment of the principal portions of installments on his loan 
in order that he may pay indebtedness secured by a lien junior to the 
lien of the bank upon the farmland mortgaged to secure his land- 
bank loan. Section 305 would permit deferments for other purposes 
for a period not exceeding 5 years under regulations prescribed by the 
Farm Credit Administration. 


Legal reserves (sec. 806 (a)) 


Federal land banks.—Under existing law, each land bank is required 
to carry to reserve account semiannually a certain percentage of its 
net earnings (not less than 50 percent until said reserve equals its 
capital stock and thereafter 10 percent). ‘There is no limitation on 
the total amount of legal reserve which is thus required to be estab- 
lished. Section 306 (a) would limit the legal reserve required to be 
accumulated by a Federal land bank to 150 percent of its outstanding 
capital stock, and permit any Jand bank having a legal reserve in 
excess of such 150 percent to withdraw such excess from the legal 
reserve account with the approval of the Farm Credit Administration. 
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National farm loan associations (sec. 306 (6)).—Under existing law, 
each national farm loan association is required to carry to reserve 
account semiannually a certain percentage of its net earnings (not 
less than 10 percent until said reserve equals 25 percent of its ‘capital 
stock and thereafter 5 percent). As in the case of the Federal land 
banks, there is no limitation on the total amount of legal reserve 
which is thus required to be established. Section 306 (b) would 
limit the legal reserve required to be accumulated by a national farm 
loan association to 50 percent of its outstanding capital stock, and 
would permit any association having a legal reserve in excess of 50 
percent of its outstanding capital stock to withdraw such excess from 
the legal reserve account with the approval of the Farm Credit 
Administration. 

Effective date.—Section 306 (c) of the bill would make the new 
limitations on the legal reserves of land banks and farm loan associa- 
tions effective on the next January 1, or July 1 whichever first occurs 
after enactment. 


Examination costs of national farm loan associations (sec. 307) 


Under existing law, the costs of examinations of the national farm 
loan associations by the Farm Credit Administration is assessed 
against and collected from the Federal land bank in the district, and 
there is no provision for recovery of such costs from the national farm 
loan associations. Section 307 would provide that such costs of 
examinations shall be apportioned to the national farm loan associa- 
tions but shall continue to be assessed against and collected from 
the Federal land bank of the district, with the bank being authorized 
to collect such amounts from the associations in a manner approved 
by the Farm Credit Administration. 


TITLE IV—MISCELLANEOUS PROVISIONS 
Elections 

Directors of district boards.—Section 401 (a) would amend section 
5 (b) of the Farm Credit Act of 1937 to make ineligible for election 
to a district farm credit board any salaried officer or employee of 
the Farm Credit Administration or of any corporation operating under 
the supervision of the Farm Credit Administration. Any such officer 
or employee is now ineligible for appointment to membership on the 
district board. This amendment would not affect the term of office 
of any person serving on such board on the date of enactment of the 
bill. 

Three of the 7 members of a district farm credit board are elected 
1 each by 3 groups of associations in the district (national farm loan 
associations, production credit associations, and cooperatives which 
are stockholders or subscribers to the guaranty fund of the regional 
bank for cooperatives). Each of these groups is entitled to elect an 
additional director to the district farm credit board to serve in lieu 
of an appointed district director (or third district director), whenever, 
as determined by the Farm Credit Administration, the Government 
capital devoted to such group has either been returned or reduced 
below a specified level. Under existing law, such an election may not 
be begun until the required determination is made by the Farm 
Credit Administration as of the date 3 months before the expiration of 
the term of office to which the additional elected director is to succeed. 
Section 401 (b) would change such determination date from 3 months 
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to 6 months before the expiration of the term to which the additional 
elected director is to succeed and permit the Farm Credit Administra- 
tion to begin such — as much as 3 months earlier, or at any time 
within 6 months before the expiration of the term. 

Noriinations for appointment to Federal Farm Credit Board (see. 
402 (a)).—Twelve of the 13 members of the Federal Board are 
appointed by the President after considering nominations by the 3 
voting groups in each farm credit district. If there should be a tie in 
the final voting by any of the three voting groups, present law provides 
that the election procedure shall be repe cated for the particular group 
until the tie is broken. Section 402 (a) would eliminate the present 
requirement of any further election to break such a tie and would 
provide instead that all persons so tied shall be considered designated 
as nominees. 

Term of office of members of Federal Farm Credit Board (sec. 402 (b) (c)) 

The term of office of the appointed members of the Federal Farm 
Credit Board now begins on December 1. Section 402 (c) would 
extend existing terms of office 4 months so that in the future the term 
of office of all successors would begin on April 1. Since there is a 
provision in the existing law as to how long a member of such Board 
shall be eligible to serve, section 402 (b) of the bill would amend tha 
provision to permit a member to serve an additional 4 months if his 
term is one which would be extended for 4 months. 


Separability provision (sec. 403) 
Section 403 of the bill contains the usual separability provision and 
reserves the right to alter, amend, or repeal the enacted bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or JuNE 16, 1933 


AN ACT To provide for organizations within the Farm Credit Administration to make loans for the 
production and marketing of agricultural products, to amend the Federal Farm Loan Act, to amend the 
Agricultural Marketing Act, ‘to provide a market for obligations of the United States, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


TITLE I 
Section 1. This Act shall be known as the ‘‘Farm Credit Act of 1933.” 
- * c * * EJ LI 


Sec, 21. The stock of such associations shall be divided into shares of $5 eac! 
and there shall be two classes of such stock: (1) Class A stock which is to be heli d 
hy the Production Credit Corporations, and which m: iy be purchased and held by 
investors, and (2) Class B stock which may be purchased only by farmer borrowers 
from the association and individuals eligible to become borrowers. Class B stock 
only shall be entitled to voting rights but each holder of such stock shall be entitled 
to no more than one vote. No Class B stock or any interest therein or right to 
receive dividends thereon, shall be transferred by act of parties or operation of 
law except to another farmer borrower or an individual eligible to become a 
borrower, and then only with the approval of the directors of the association, 
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Each holder of Class B stock, within two years after he has ceased to be a borrower, 
shall exchange such Class B stock at the fair book value (not to exceed par) 
thereof, as determined by the association, for Class A stock. [All stock shall 
share in dividend distributions without preference] Dividends may be paid on 
Class A stock and Class B stock without preference or on Class A stock alone, as the 
board of directors of the association may determine, but the directors of the associa- 
tion, may, in their discretion, apply the amount of any dividend payable to a 
holder of Class B stock to any indebtedness of such holder to the association. 
Class A stock shall be preferred as to assets of the association upon liquidation. 
During such time as any Production Credit Corporation is a holder of any stock 
of any such association, the appointment or election of directors, the secretary- 
treasurer, and the loan committee of such association shall be subject to the ap- 
proval of the president of the Production Credit Corporation and during such 
time any such director, secretary-treasurer, or other officer may, at any time, be 
removed by the president of the Production Credit Corporation. 

(Sec. 22. Each Production Credit Association shall, at the end of its fiscal 
year, apply the amount of earnings in excess of operating expenses during such 
fiscal year, first, to making up any losses in excess of its reserve for bad and doubtful 
debts; second, to the restoration of the amount of the impairment, if any, of 
capital; third, to the creation and maintenance of a reserve account for bad and 
doubtful debts, the amount of which account shall be prescribed by the Production 
Credit Corporation; and, fourth, to the creation and maintenance of a guaranty 
fund equal to at least 25 per centum of the paid-in capital of the association. Any 
sums remaining may, with the approval of the Production Credit Corporation, 
be devoted to the payment of dividends but no rate of dividend in excess of 7 
per centum per annum shall be paid. Sums in the guaranty fund herein provided 
for shall be invested subject to such rules and regulations as may be prescribed by 
the Production Credit Corporation.] 

Sec. 22. (a) Each Production Credit Association shall, at the end of each fiscal 
year, apply the amount of its earnings in excess of operating expenses (including 
provision for reasonable valuation reserves) during such fiscal year, first, to the restora- 
tion of the impairment, if any, of capital; and, second, to the establishment and 
maintenance of a surplus account, the minimum amount of which shall be prescribed 
by the Production Credit Corporation. 

(b) A Production Credit. Association may pay dividends of not to exceed 7 per 
centum per annum when such payments are approved by the Production Credit 
Corporation of the district and are consistent with policies established under regula- 
tions issued by the arm Credit Administration. 

[Sec 23. Each Production Credit Association shall under such rules and 
regulations as may be prescribed by the Production Credit Corporation of the 
district with the approval of the Governor, invest its funds and make loans to 
farmers for general agricultural purposes, but such part of its funds ss is repre- 
sented by the guaranty fund provided for in section 22 shall not be devoted to 
making loans to farmers. Such loans shall be made on such terms and conditions, 
at such rates of interest, and with such security as may be prescribed by the 
Production Credit Corporation. No loan shall be made for a less amount than 
$50, nor shall any one borrower be indebted to the association at any one time in 
an amount in excess of 20 per centum of the capital and guaranty fund of the 
association or, if the loan is secured by collateral approved by the Corporation, 
in an amount in excess of 50 per centum of the capital and guaranty fund, but 
loans may be made to any borrower in an amount in excess of 50 per centum of 
the capital and guaranty fund if the loan is approved by the Production Credit 
Commissioner of the Farm Credit Administration. Borrowers shall be required 
to own, at the time the loan is made, class B stock in an amount equal in fair 
book value (not to exceed par), as determined by the association, to $5 per $100 
or fraction thereof of the amount of the loan. Such stock shall not be canceled 
or retired upon payment of the loan but may be transferred or exchanged as 
provided in section 21.7 

SEC. 23. Each Production Credit Association shall, under such rules and regula- 
tions as may be prescribed by the Production Credit Corporation of the district with 
the approval of the Farm Credit Administration, invest its funds and make loans to 
farmers for general agricultural purposes. Such loans shall be made on such terms 
and conditions, at such rates of interest, and with such security as may be prescribed 
by the corporation. No borrower shall be indebted to the association at any one time 
in an amount in excess of 15 per centum of the capital and surplus of the association 
unless the loan has the prior approval of the corporation, or in excess of 35 per centum 
of the capital and surplus of the association unless the loan also has the prior approval 
of the Farm Credit Administration. Borrowers shall be required to own, at the time 
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the loan is made, Class B stock of the association in an amount equal in fair book 
value (not to exceed par), as determined by the association, to $5.00 per $100 or frac- 
tion thereof of the amount of the loan. Such stock shall not be canceled or retired 
upon payment of the loan but may be transferred or exchanged as provided in section 21 
of this Act. 


> * ` * * - * 
[Board of Central Bank 


(Sec. 31. (a) The board of directors of the Central Bank for Cooperatives shall 
consist of seven members, one of whom shall be the Cooperative Bank Commis- 
sioner of the Farm Credit Administration, who shall be chairman of the board of 
directors. The other six directors shall be appointed by the Governor, of whom 
the successors of the three first appointed shall be appointed from nominees se- 
lected by borrowers as provided in subsection (b). The terms of the directors 
first appointed shall be for one, two, and three years as designated by the Governor 
at the time of appointment and their successors shall hold their offices during a 
term of three vears, but a director appointed to fill a vacancy shall hold his office 
for the unexpired term of the director whose place he is selected to fill. Any 
appointed director may at any time be removed for cause by the Governor. No 
compensation shall be paid any director as a director of the corporation, but the 
corporation, subject to the approval of the Governor, may allow directors a 
reasonable per diem and expenses. 

[(b) The successors of three of the directors first appointed shall be selected 
one each vear by the Governor from among individuals nominated by borrowers 
(except Banks for Cooperatives). The Governor shall, not less than sixty days 
prior to the end of the term of any director whose successor is to be appointed 
from among nominees as herein provided, or as soon as practicable after a vacancy 
occurs in the office of such director other than by the expiration of his term, cause 
notice of the vacancy to be sent to each borrower eligible to vote for nominees. 
Each such borrower shall be eligible to cast one vote. The Governor shall not 
count any ballot received after the expiration of thirty days after the sending of 
notice. From those (not exceeding three) receiving the highest number of votes, 
as shown by his count, the Governor shall appoint the director.J 

Sec. 31. Board of Directors of Central Bank The Central Bank for Cooperatives 
shall have seven directors. Of this number four shall be appointed by the Governor of 
the Farm Credit Administration by and with the advice and consent of the Federal 
Farm Credit Board and three shall be elected by the regional banks for cooperatives 
and cooperative associations: Provided, That the terms of office of directors established 
prior to the effective date of title I of the Farm Credit Act of 1955 shall continue 
through the thirty-first day of December next following the effective date of said title I 
and shall expire at the end of that day. Three of the directors appointed by the Farm 
Credit Administration shall be appointed for terms of one year, two years, and three 
years respectively as designated at the time of appointment and the fourth appointed 
director shall be appointed for a term of three years and thereafter each appointed 
director shall be appointed for a term of three years. Any appointed director may be 
removed at pleasure at any time by the Farm Credit Administration. The Farm 
Credit Administration shall prescribe rules and regulations for the nominations and 
elections required by this section. Sufficiently in advance of the first day of January 
next following the effective date of title I of the Farm Credit Act of 1955, and at any 
time subsequent to the enactment thereof, the Farm Credit Administration shall take 
all action necessary in order to permit the elections hereby provided and shall group 
the several farm credit districts into three areas, each of which shall be comprised of 
four contiguous farm credit districts, and a director shall be elected from nominees 
from each of such areas by regional banks for cooperatives of the area and cooperative 
associations of the area eligible to vote. The three elected directors shall be elected for 
terms of one year, two years, and three years respectively, as shall be designated by 
the Farm Credit Administration and thereafter elected directors shall be elected for 
terms of three years: Provided, That whenever, as determined by the Farm Credit 
Administration, the sum of the capital stock and subscriptions to the guaranty fund 
of the Central Bank held by persons other than the Governor of the Farm Credit 
Administration on behalf of the United States and surplus and reserve accounts of 
said bank shall equal or exceed 66% per centum of the total capital stock, subscriptions 
to the guaranty fund and surplus and reserve accounts of said bank as of the date six 
months before the expiration of the term of office of any appointed director, except 
the fourth appointed director, whose term next expires, the successor to such director 
shall be elected from nominees for a term of three years by regional banks for coopera- 
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tives of the area and cooperative associations of the arca eligihle to vote on a basis of 
areas comprised of two contiquous farm credit districis as designated by the Farm 
Credit Administration. Appointed directors except the fourth appointed director 
shall continue to be replaced by elected directors in accordance with the foregoing 
provisions until the total number of elected directors shall be six, elected one from each 
of six such areas comprised of two contiguous farm credit districts, Whenever, as 
determined by the Farm Credit Administration, the sum of the capital stock and sub- 
scriptions to the guaranty fund of the Central Bank held by persons other than the 
Governor of the Farm Credit Administration on behalf of the United States and surplus 
and reserve accounts of said bank shall not equal or exceed 66% per centum of the 
total capita! stock, subscriptions to the guaranty fund and surplus and reserve accounts 
of the bank as of the date sir months before the expiration of the term of office of any 
elected director whose term next expires, the successor to such elected director shall, if 
the number of elected directors then exceeds three, be appointed by the Governor of 
the Farm Credit Administration by and with the advice and consent of the Federal 
Farm Credit Board for a term of three years. In any such case where only one addi- 
tional appointed director is needed in order to increase the total number of appointed 
directors to four, and the terms of office of more than one elecied director nert expire, 
the Farm Credit Administration shall designate the one of such next expiring terms 
of office which shall be replaced by the additional appointed director. Any vacancy 
an the board whether filled by appointment or by election shall be filled for the unexpired 
term in the same manner in which the vacan! office was filled. Each regional bank 
for cooperatives, each cooperative association which is a direct borrower from the 
Central Bank, each holder of one or more shares of Class C stock in a regional bank 
for cooperatives which is eligible to vote under section 42 (a) (3), and each holder of 
one or more shares of stock in the Central Bank or any regional bank for cooperatives 
issued before the effective date of title I of the Farm Credit Act of 1955 which is 
eligible to vote shall be eligible to vote for directors of the Central Bank and each such 
holder shall be entitled to one vote only without regard to the number of shares held 
in any one or more of said banks, and the vote of any such holder of stock in more 
than one bank shall be cast only with respect to elections 1n the area in which is located 
the main office of such holder. Elected directors shall have been, for at least two 
years, residents of the area for which they are elected. No person shall be eligible for 
nomination, election or appointment as a director if such person has within one year 
next preceding the commencement of the term been a salaried officer or employee of 
the Farm Credit Administration or of any corporation operating under its super- 
vision. Any person who is a member of the Federal Farm Credit Board or a district 
farm credit board when appointed or elected as director shall resign as a member of 
the Federal Farm Credit Board or the district board before assuming his duties as 
director of the Central Bank. No person who becomes such director shall be eligible 
to continue to serve if he becomes a member of the Federal Farm Credit Board or any 
district farm credit board or an officer or employee of the Farm Credit Administration 
or an officer or employee of any corporation operating under the supervision of the 
Farm Credit Administration. 


[Powers of Chairman and Board 


E[Sec. 32. The chairman of the board of the corporation shall be the executive 
officer of the corporation and the powers of the board of directors shall be such 
powers as may be prescribed in the charter and bylaws.] 

Sec. 32. Powers of Board of Directors of Central Bank. The board of directors 
of the Central Bank for Cooperatives shall elect a chairman and vice chairman from 
among its members. The powers of the board of directors shall be such powers as 
may be prescribed in the charter and bylaws with the approval of the Farm Credit 
Administration: Provided, That said board without limitation of powers conferred 
by section 60 shall have power, subject to approval of the Farm Credit Administration, 
to appoint and fiz the compensation of the chief executive officer and such other officers 
and employees, experts, and consuliants as may be necessary for the efficient conduct 
of the bank’s business: Provided further, That the chief executive officer of the bank 
shall not be an officer or employee of the Farm Credit Administration. 

Sec. 33. The capital stock of the Central Bank shall be in such amount as the 
Governor determines is required for the purpose of meeting the credit needs of 
eligible borrowers from the bank under this title, and the Governor may from 
time to time increase or decrease such amount, subject to the limitations contained 
in sections 35 and 37, in accordance with such needs. The stock of such bank 
shall be divided into shares of $100 each. Out of the revolving fund created 
under section 6 of the Agricultural Marketing Act, as amended, the Governor, on 
behalf of the United States, shall subscribe for and make payments for stock in 
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the Central Bank and such payments shall be subject to call in whole or in part 
by the [chairman of the board] board of directors of the Central Bank with the 
approval of the Governor. 


Sec. 34. Subject to such terms and conditions as may be prescribed by the 
oo of its board of directors] Farm Credit Administration, the Central 

ank is authorized: (a) to make loans to cooperative associations as defined in 
the Agricultural Marketing Act, for any of the purposes and subject to the con- 
ditions and limitations set forth in such Act, as amended; (b) to make loans (by 
way of discount or otherwise) to banks for cooperatives organized under section 
2 of this Act; (c) to buy from, and sell to any such bank or any Federal inter- 
mediate credit bank any note, draft, bill of exchange, debenture, or other obliga- 
tion, or any interest therein; and (d) to borrow from, and discount or rediscount 
paper with, any and all such banks and commercial banks. Notwithstanding 
any limitations or conditions imposed by law, but subject to the availability of 
funds, the Central Bank for Cooperatives shall have power and authority to 
make separate loans to cooperative associations as defined in the Agricultural 
Marketing Act, as amended, for the purpose of financing the construction of 
structures for the storage of agricultural commodities (other than structures to 
provide refrigerated cold storage or structures located in areas in which existing 
privately owned storage facilities for the commodity concerned are adequate) in 
amounts up to a maximum of 80 per centum of the cost of such structures, as 
approved by such bank: Provided, That the cooperative association which has 
applied for any loan shall have furnished to such bank an appropriate commit- 
ment from the Commodity Credit Corporation that the Commodity Credit 
Corporation will lease or guarantee utilization of not less than 75 per centum of 
the storage space contained in such structures when completed for a period of at 
least three vears if such structures were not additions to existing structures or 
two years if such structures are additions to existing structures. 


(Stock Subscriptions of Borrowers From Central Bank 


[Sec. 35. (a) Cooperative associations borrowing from the Central Bank shall 
be required to own, at the time the loan is made, an amount of stock of the bank 
equal in fair book value (not to exceed par), as determined by the bank, to $100 
per $2,000 or fraction thereof of the amount of the loan, except that, in connection 
with any loan made on the security of commodities, the borrower shall be re- 
quired to own, at the time the loan is made, only such amount of stock as may be 
prescribed by rules and regulations of the Governor. Upon discharge of the 
loan, stock held by the borrowing association may be, and upon the concurrent 
or subsequent request of the borrowing association shall be, retired and canceled, 
and the association shall be paid therefor an amount equal to the amount paid 
for such stock or loaned to subscribe therefor, as the case may be, minus the pro 
rata impairment, if any, of capital and guaranty fund of the Central Bank, as 
determined by the Chairman of the Board of the Central Bank. 

[(b) In any case in which a cooperative association applying for a loan is not 
authorized, under the law of the State in which it is organized, to subscribe for 
stock in the Central Bank, the bank shall, in lieu of stock subscription, require 
the borrowing association to pay into a guaranty fund, or the bank may retain 
out of the amount of the loan and credit to the guaranty fund, an amount equal 
to the amount which the borrowing association would have been required to own 
in stock if such association had been authorized to hold such stock. Upon 
discharge of its loan, the provisions of the last sentence of subsection (a) shall 
apply with respect to sums of such association in the guaranty fund in the same 
manner as if such sums were represented by stock. 

[(c) In any case where the debt of a borrower to the Cen! Bank is in default, 
the bank may, in accordance with rules and regulations prescrived by the governor, 
retire and cancel all or a part of the stock of the defaulting borrower at the fair 
book value thereof (not exceeding par), in total or partial liquidation of the debt, 
as the case may be.] 

Sec. 35. Application of regional bank stock provisions to Central Bank. All 
provisions of law with respect to Class A, Class B, and Class C stock in the regional 
banks for cooperatives shall apply to the Central Bank for Cooperatives except as they 
may be inconsistent with the provisions of this section. Each borrower from the Cen- 
tral Bank shall be required to own at the time the loan is made at least one share of 
Class C stock in such regional bank as the Farm Credit Administration shall designate 
and shall be required to invest quarterly in Class C stock in such regional bank or banks 
as the Farm Credit Administration shall designate an amount equal to not less than 
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10 nor more than 25 per centum, as prescribed by the board of directors of the Central 
Bank with the approval of the Farm Credit Administration, of the amount of interest 
payable by such borrower to the Central Bank during the calendar quarter. Payments 
for such stock shall be made quarterly or when the regular interest payments of such 
borrower are payable; but the stock shall be issued to the borrower as of the end of each 
fiscal year in the amount of the payments for stock made by it during such year. The 
regional bank whose stock is so issued to such borrower shall purchase a corresponding 
amount of Class C stock in the Central Bank. 


[Earnings and Reserves of Central Bank 


[Sec. 36. The Central Bank for Cooperatives shall, at the end of its fiscal year, 
apply the amount of its earnings in excess of operating expenses during such fiscal 
year, first, to making up any losses incurred; second, to the restoration of the 
amount of the impairment, if any, of capital and guaranty fund as determined by 
the chairman of the board; and at least 25 per centum of the remainder of such 
excess of earnings shall be applied to the creation and maintenance of a surplus 
equal to at least 25 per centum of the amount of capital and guaranty fund. Any 
sums remaining may, with the approval of the chairman of the board, be devoted 
to the payment of dividends. Subscribers to the guaranty fund shall be entitled 
to dividends in the same amounts as subscribers to stock. No rate of dividend in 
excess of 7 per centum per annum shall be paid. Dividends on stock held by the 
Governor, when paid, shall be credited to the revolving fund created under section 
6 of the Agricultural Marketing Act, as amended. ] 

Sec. 86. (a) Application of savings. Each bank for cooperatives, at the end of each 
fiscal year, shall determine the amount of its net savings after paying or providing for 
all operating expenses (including reasonable valuation reserves and losses in excess of 
any such applicable reserves) and shall apply such savings as follows: (1) To the 
restoration of the amount of the impairment, if any, of capital stock, as determined by 
its board of directors; (2) 25 per centum of any remaining savings shall be used to 
create and maintain a surplus account; (3) 1f said bank shall have outstanding capital 
stock held by the United States during the whole or any part of the fiscal year, it shall 
next pay to the United States as a franchise tar, a sum equal to 25 per centum of its 
net savings then remaining, not exceeding, however, a rate of return on such Govern- 
ment capital calculated at a rate equal to the computed average annual rate of interest 
on all public issues of public debt obligations of the United States issued during the 
fiscal year ending next before such tax is due, as certified to the Farm Credit Admin- 
istration by the Secretary of Treasury; (4) reasonable contingency reserves may he estab- 
lished; (5) dividends on Class B stock may be declared as provided in section 42 (a) (2); 
and (6) any remaining net savings shall be distributed as patronage refunds as pro- 
vided in subsection (b) of this section: Provided, That any patronage refunds received 
by a regional bank from the Ceniral Bank shall be excluded from net savings of the 
regional bank for the purpose of computing such franchise taz. Amounts applied as 
provided in (2) and (4) above after the effective date of title I of the Farm Credit Act 
of 1955 shall be allocated on a patronage basis approved by the Farm Credit Admin- 
istration. At the end of any fiscal year, any portion of the reserve established under 
(4) above which is no longer deemed necessary shall be transferred to the surplus 
account and, if the surplus account of any such bank for cooperatives exceeds 25 per 
centum of the sum of all its outstanding capital stock, the bank may distribute in the 
same manner as a patronage refund any part or all of such excess which has been 
allocated. In making such distributions, the oldest outstanding allocations shall be 
distributed first. Wherever used in this Act, the words “surplus account” as applied 
to any bank for cooperatives shall mean any surpluses and contingency reserves shown 
on the books of the banks as of the effective date of title I of the Farm Credit Act of 1955 
and any amounts applied as provided in (2) above after the effective date of said title I. 
Said surplus account shall be divided to show the amounts thereof subject to allocation 
as provided in this section and may be further subdivided as prescribed by the Farm 
Credit Administration. In the event of a net loss in any fiscal year afler providing 
for all operating expenses (including reasonable valuation reserves and losses in excess 
of any such applicable reserves), such loss shall be absorbed by: first, charges to allo- 
cated contingency reserves; second, charges to allocated surplus; third, charges to other 
contingency reserves and surplus; fourth, the impairment of Class C stock; and fifth, 
the impairment of all other stock. 

(b) Patronage refunds. The patronage refunds of each regional bank for coopera- 
tives shall be paid in Class C stock to borrowers, as defined by the Farm Credit Admin- 
éstration for the purposes of this subsection, during the fiscal year for which the 
refunds are declared. Patronage refunds of the Central Bank for Cooperatives shall 
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be paid in Class C stock to the regional banks for cooperatives upon the basis of interests 
held by the Central Bank in loans made by the regional banks and upon direct loans 
made by the Central Bank to cooperative associations; and any part of such refunds 
derived from such direct loans of the Central Bank shall be paid in Class C stock 
issued to the regional bank or banks which issued to the borrower the stock incident to 
the loans, or to a regional bank or banks designated by the Farm Credit Administra- 
tion, and such bank or banks shall issue a like amount of Class C stock to the borrowers. 
All patronage refunds shall be paid in the proportion that the amount of interest 
earned on the loans of each borrower bears to the total interest earned on the loans of all 
borrowers during the fiscal year. 

(c) Application of assets on liquidation or dissolution. In the case of liquidation 
or dissolution of any bank for cooperatives, afier the payment or retirement, as the case 
may be, first, of all liabilities; second, of all capital stock issued before the effective 
date of title I of the Farm Credit Act of 1955 held by cooperative associations at par, 
all Class A stock at par, and all Class B stock at par; and third, of all Class C stock 
at par; any surpluses and contingency reserves exisling on the effective date of said 
title I shall be paid to the holders of outstanding capital stock issued before the effec- 
tive date of said title I, Class A stock and Class C stock pro rata, and any remaining 
surplus and contingency reserves shall be distributed to those entities to which they 
are allocated on the books of the bank. If it should become necessary to use any surplus 
or contingency reserves to pay any liabilities or to retire any capital stock, allocated 
contingency reserves and surplus shall be exhausted first in accordance with rules 
prescribed by the Farm Credit Administration. 

* J * * * + * 


Src. 38. The Governor shall, by regulation or by prescribing the terms of the 
charters issued to the Central Bank for Cooperatives and the Banks for Coopera- 
tives, or both, provide such limitations as between the two types of banks, on the 
classes of borrowers to which loans may be made and the amount of the loans 
which may be made to individual borrowers, as will best insure the absence of 
duplication of effort by the two types of banks and will secure the greatest effi- 
ciency in extending the benefits of this title and title IV to borrowers. After the 
effective date of tiile I of the Farm Credit Act of 1955 any amendment in the terms of 
the charter issued to any bank for cooperatives and any regulation issued under 
authority of this section or otherwise affecting lending operations of any such bank 
shall be consistent with the principle that the Central Bank shall make loans only in 
cases where it is not practicable for the loan to be made by a regional bank. 

= * * a * * * 

Sec. 41. Subject to such terms and conditions as may be prescribed by the 
Farm Credit Administration, the banks for cooperatives are authorized (a) to 
make loans to cooperative associations as defined in the Agricultural Marketing 
Act, as amended, for any of the purposes and subject to the conditions and 
limitations set forth in such Act, as amended; (b) to make loans (by way of dis- 
count or otherwise) to any bank organized under this Act; (c) to buy from, and 
sell to, any such bank or any Federal intermediate credit bank any note, draft, 
bill of exchange, debenture, or other obligation, or any interest therein; and 
(d) to borrow from, and discount or rediscount paper with, any and all such 
banks and commercial banks, Notwithstanding any limitations or conditions 
imposed by law, but subject to the availability of funds, each Bank for Coopera- 
tives shall have power and authority to make separate loans to cooperative asso- 
ciations as defined in the Agricultural Marketing Act, as amended, for the pur- 
pose of financing the construction of structures for the storage of agricultural 
commodities (other than structures to provide refrigerated cold storage or struc- 
tures in areas in which existing privately owned storage facilities for the com- 
modity concerned are adequate) in amounts up to a maximum of 80 per centum 
of the cost of such structures, as approved by the Bank for Cooperatives to 
whom application is made for the loan: Provided, That the cooperative associa- 
tion which has applied for any loan shal! have furnished to the Bank for Coop- 
eratives an appropriate commitment from the Commodity Credit Corporation 
that the Commodity Credit Corporation will lease or guarantee utilization of not 
less than 75 per centum of the storage space contained in such structures when 
completed for a period of at least three years if such structures are not additions 
to existing structures, or two years if such structures are additions to existing 
structures. 

Notwithstanding any other provision of law, any officer or employee of the Farm 
Credit Administration or of any bank for cooperatives designated to act as custodian 
of. collateral securing loans made by any such bank to any cooperative association 
eligible to borrow therefrom may, in accordance with regulations of the Farm Credit 
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Administration, act at the same time as custodian of collateral securing loans made 
by any other lenders to any cooperative association eligible to borrow from any such 
bank. 

(Stock Subscriptions and Earnings and Reserves 


[Sec. 42. The provisions of section 35, as amended, and the provisions of 
section 36, as amended, shall apply in the case of Banks for Cooperatives in the 
same manner and to the same extent as such provisions are anplicable to the 
Central Bank for Cooperatives, except that powers conferred ou the Chairman 
of the Board of the Central Bank for Cooperatives shall be exercised by the 
Boards of Directors of the Banks for Cooperatives, subject to the approval of 
the Farm Credit Administration. 

Skc. 42. (a) Classes of slock; ownership; voting rights; dividends; and retirement 
of stock. Except as provided in section 12 of the Farm Credit Act of 1955, each 
regional bank for cooperatives shall have the following classes of stock, all of which 
shall have a par value of $100 per share: 

(1) Class A stock shall be issued to and held by the Governor of the Farm Credit 
Administration on behalf of the United States, and stock of such banks held by the 
Governor on the effective date of the Farm Credit Act of 1955 shall be exchanged, share 
for share, for Class A stock of the respective banks. Class A stock shall be nonvoting 
and no dividends shall be paid thereon. At the end of each fiscal year, each of such 
banks, subject to the provisions of sections $3 and 40, shall determine the amount of 
Class A stock that shall be retired at par by that bank. The minimum amount of 
Class A stock that shall be retired shall be the equivalent in dollar value of the amount 
of Class C stock issued for that year, except that Class C stock issued by a regional 
bank on account of Class C stock issued to it by the Central Bank, Class C stock issued 
by a regional bank in exchange for Class B stock the proceeds of which were used to 
retire an equivalent amount of Class A stock, and Class C stock issued by a regional 
bank in exclange for capital stock of the bank outstanding on the effective date of the 
Farm Credit Act of 1955, shall not be included in such bank's calculation. Any 
amount of Class A stock retired in any one year in excess of the minimum amount 
required to be retired may be used to reduce to the extent of such excess the amount 
of such stock required to be retired in any subsequent year. Funds from the retirement 
of Class A stock shall be paid into the revolving fund authorized by the Agricultural 
Marketing Act, as amended, and shall continue to be available for the purchase of 
Class A stock in the banks in accordance with sections 33 and 40. 

(2) Class B stock may be issued in series and amounts approved by the Farm 
Credit Administration, and may be sold or transferred to any person subject to the 
approval of the issuing bank. Such stock shall be issued only at par and shall be 
nonvoling. Any bank may pay dividends of not to exceed 4 per centum per annum 
on Class B stock if declared by the board of directors and approved by the Farm 
Credit Administration and if the surplus account of the bank, afler payment of such 
dividends, will not be less than 25 per centum of the sum of all its outstanding capital 
slock. Dividends on Ciass B stock shall not be cumulative, but no bank shall distribute 
in any year any of its net savings as patronage refunds as provided in section 36 (a) 
unless for that year a “tvidend of al east 2 per centum is declared and paid upon out- 
standing Class B stock of the bank. Each series of Class B stock shall be issued only 
with the approval of the Farm Credit Administration and shall carry on the face of 
each certificate a statement of the maximum dividend which may be declared and paid 
thereon and of the minimum dividend which shall be declared and paid thereon before 
the bank may distribute any of its net savings as patronage refunds: Provided, T hat 
such mazimum and minimum dividends may be the same amount. After all Class 
A stock has been retired, Class B stock may be called for retirement at par with the 
epproval of ihe Farm Credit Administration and shall be called in such manner that 
the oldest outstanding stock at any given time will be retired first. Any holder of Class 
B stock whose stock has been called for retirement may elect, with the approval of the 
issuing bank, to leave his stock in the bank subject to its being included in the next 
call for retirement. 

(3) Class C stock, except as approved by the Farm Credit Administration and 
consented to by the issuing bank, may be issued only to banks for cooperatives and 
farmers’ cooperative associations as defined in section 15 (a) of the Agricultural 
Marketing Act, as amended. Such stock may be issued in fracticnal shares, shall 
be issued at its fair book value not exceeding par, as determined by the bank, and no 
dividends shall be paid on it. Each holder of one or more shares of Class C stock 
which is eligible to borrow from a bank for cooperatives shall be entitled to one vote 
only: Provided, That any such holder which within the period of two years next pre- 
ceding a date, fized by the Farm Credit Administration, prior to commencement of 
the voting has not been a borrower from a bank of which it holds Class C stock shail 
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not be entitled to vote. From time to time each bank for cooperatives shall obtain 
information concerning its Class C stockholders to determine whether they continue 
to be eligible to borrow from the bank and to vote. Any Class C stockholder found 
by the bank to be ineligible to borrow shall not be entitled to vote until its eligibility 
ts reestablished to the satisfaction of the bank. Whenever in section 5 of the Farm 
Credit Act of 1937, as amended, and section 4 (a) of the Farm Credit Act of 1958, 
provision *s made for a nomination or election by cooperatives which are stockholders 
or subscribers to the guaranty fund of any bank for cooperatives the term “cooperatives 
which are stockholders or subscribers to the gucranty fund" or the equivalent of that 
term, shall mean such cooperatives which are eligible to vote. Each borrower from a 
bank for coopcreiives shall be required to own at the time the loan is made at least one 
share of Class C stock. The purchase price of such stock may be retained out of the 
loan. In addition, each borrower as defined by the Farm Credit Administration for 
purposes of this sentence, shall be required to invest quarterly in Class C stock an 
amount equal to not less than 10 nor more than 25 per centum, as prescribed by the 
board of directors of the bank with the approval of the Farm Credit Administration, 
of the amount of interest payable by it to the bank during the calendar quarter. Pay- 
ments for such stock shall be made quarterly or when the regular interest payments 
of the borrower are payable; but the stock shall be issued to the borrower as cf the end 
of each fiscal year in the amount of the payments for stock made by it during the year. 
Each regional bank shall purchase at least one share of Class C stock of the Central 
Bank. In addition, the regional bank shall be required to invest quarterly in Class C 
stock of the Central Bank an amount equal to not less than 10 nor more than 25 per 
centum, as prescribed by the bcard of directors of the Ceniral Bank with the approval 
of the Farm Credit Administration, ef the amount of interest payable by the regional 
bank io the Ceniral Bank during the calendar quarier by reason of any tnlerest pur- 
chased by the Central Bank in a loan made by the regional bank. Payments for 
such stock shall be made to the Central Bank and the stock shall be issued to the regional 
bank in the same manner, inscfar as practicable, as is provided in this section for 
payments fcr and issuance of stock on account of loans by the regional bank in which 
the Central Bank does not purchase any interest. Subiect to rules prescribed by the 
board of directors of the lending bank with the approval of the Farm Credit Adminis 

tration, a borrower may convert Class B stock into Class C stock for the purncse of 
making the investment in Class C stock required by this paragraph. — Afler retirement 
of all Class A stock Class C stock also may be retired at par by calling the oldest 
outstanding Class C stock but Class C stock that was issued for a fiscal year period 
shall not be called for retirement until all Class B stock that was issued during or 
prior to that fiscal year has been called for retirement. 

(b) Guaranty fund subscriptions in lieu of stock. Tf a cooperative association is 
not authorized under the laws of the State in which it ts organized to take stock in the 
bank, the bank shall, in lieu thereof, require the association to pay into or have on 
deposit ir, a guaranty fund of the bank, or the bank may retc^n out of the amount of 
the loan and credit to the guaranty fund, a sum equal to the amount of Class C stock 
which the association would otherwise be reauired by subsection (a) (3) of this section 
to own at the time the loan is made and to purchase thereafter. |. Any such association 
may make additional payments into the guaranty fund from time to time in lieu of 
the purchase of Class B stock, and shall receive credits to such fund in lieu of patronage 
refunds payable in Class C stock. Each reference in this Act to capital stock or Class 
B or Class C stock shall include also the quaranty fund equivalents of such stock, and, 
to the extent permitted under the laws of a State in which a cooperative association is 
organized, a holder of guaranty fund equivalents of either Class B or Class C stoci 
shell have the same rights and status as a holder of Class B or Class C stocks, respec- 
tively. The rights and obligations of the bank as respects such quoranty fund equiva- 
lents shall be identical to its rights and obligations as respects Class B or Class C stock, 
respectively. 

(c) Lien on stock. Except as hereinafter provided in the case of an association 
which is a direct borrower from the Central Bank, each bank for cooperatives shall have 
a first lien on all stock in the bank owned by each cooperative association as additional 
collateral for any indebtedness of such association to the bank. In the case of an 
association which is a direct borrower from the Central Bank, the Central Bank shall 
have a first lien on any amount of Class C stock which the borrowing association owns 
tn any regional bank on account of direct loans of such association from the Central 
Bank; and the regional bank shall have a lien on such stock junior only to the lien of 
the Central Bank. In any case where the debt of a borrower is in default, the bank 
may, in accordance with regulations of the Farm Credit Administration, retire and 
cancel all or a part of the stock of the defaulting borrower at the fair book value thereof, 
not exceeding par, in total or partial liquidation of the debl, as the case may be, and, 
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to the ertent required, corresponding shares held by a regiona! bank in the Central 
Bank shall be retired. 

(d) Calculation. of proportionate interests in banks. For the purpose of deter- 
mining pursuant to section 5 (d) (2) (C) of the Farm Credit Act of 1937, as amended, 
the amount of the capital stock and subscriptions to the guaranty fund of a regional 
bank for cooperatives held by cooperatives the term ‘capital stock and subscriptions to 
the guaranty fund held by cooperatives" or the equivalent of that term shall also mean 
all outstanding Class B and Class C stock and the guaranty fund equivalents thereof. 

* * * * * * * 

Sec. 63. The Central Bank for Cooperatives, and the Production Credit 
Corporations, Production Credit Associations, and Banks for Cooperatives, 
organized under this Act, and their obligations, shall be deemed to be instru- 
mentalities of the United States, and as such, any and all notes, debentures, 
bonds, and other such obligations issued by such banks, associations, or corpora- 
tions shall be exempt both as to principal and interest from all taxation (except 
surtaxes, estate, inheritance, and gift taxes) now or hereafter imposed by the 
United States or by any State, Territorial, or local taxing authority. Such 
banks, associations, and corporations, their property, their franchises, capital, 
reserves, surplus, and other funds, and their income, shall be exempt from all 
taxation now or hereafter imposed by the United States or by any State, Terri- 
torial, or local taxing authority; except that any real property and any tangible 
personal property of such banks, associations, and corporations shall be subject 
to Federal, State, Territorial, and local taxation to the same extent as other 
similar property is taxed. The exemption provided herein shall not apply with 
respect to any Production Credit Association or its property or income after the 
Class A stock held in it by the Production Credit Corporation has been retired, 
or with respect to the Central Bank for Cooperatives, or any Production Credit 
Corporation or Bank for Cooperatives, or its property or income after the stock 
held in it byjthe United States has been retired. 

* ~ * * * * » 

Sec. 65 Upon default of any obligation of any Production Credit Corporation, 
Production Credit Association, or [regional] Bank for Cooperatives, such bank, 
association, or corporation may be declared insolvent and placed in the hands 
of a receiver by the Governor and proceedings shall thereupon be had in accord- 
ance with the provisions of law relating to the insolvency of national farm loan 
associations Any such bank, association, or corporation may, with the consent 
of the Governor, liquidate voluntarily, but only in accordance with such rules 
and regulations as the Governor may prescribe. 

[Src. 66. No director, officer, or employee of the Central Bank for Cooperatives, 
or of any Production Credit Corporation, Production Credit Association, or 
Bank for Cooperatives shall be paid compensation in excess of $13,800 per annum.] 


Act or JUNE 15, 1929 


AN ACT To establish a Federal Farm Board to promote the effective merchandising of agricultural com- 
modities in interstate and foreign commerce, and to place agriculture on a basis of economic equality 
with other industries 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 

* * LI x * * * 

Src. 8. [(a) Loans to any cooperative association shall bear such retes of 
interest as the Governor of the Farm Credit Administration shall from time to 
time determine to be necessary for the needs of the lending agencies and shall 
by regulation prescribe (but in no case shall the rate of interest exceed 6 per 
centum per annum on the unpaid principal): Provided, however, That the rate of 
interest on any loan made under the provisions of section 7 (a) (1) hereof, other 
than upon the security of commodities, shall conform as nearly as may be practi- 
cable to a rate 1 per centum in excess of the prevailing interest rate paid by produc- 
tion credit associations to the Federal intermediate credit bank of the farm credit 
district in which the principal business office of the borrower is located; the rate 
of interest on any loan made upon the security of commodities shall conform, as 
nearly as may be practicable, to the prevailing interest rate on commodity loans 
charged borrowers from the Federal intermediate credit bank of the farm eredit 
district in which the principal business office of the borrower is located; and that 
the rate of interest on any loan made under the provisions of section 7 (a) (2) 
hereof shall conform as nearly as may be practicable to the prevailing rate on 
mortgage leans made to members of national farm loan associations. J 
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(a) Loans to cooperative associations made by any bank for cooperatives shall 
bear such rates of interest as the board of directors of the bank shall from time to time 
determine with the approval of the Farm Credit Administration, but in no case shall 
the rate of interest exceed 6 per centum per annum on the unpaid principal of a loan. 

* - * * * * * 


Act or Aucust 6, 1953 


AN ACT To increase farmer participation in ownership and control of the Federal Farm Credit System; 
to create a Federal Farm Credit Board; to abolish certain offices; to impose a franchise tax upon certain 
farm credit institutions; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 
TITLE — 


Section l. This Act may be cited as the '*Farm Credit Act of 1953". 

* » * x * > - 

Sec. 4. (a) There shall be established, in the Farm Credit Administration, a 
Federal Farm Credit Board (hereinafter referred to as the ‘“‘Board’’). Said Board 
shall consist of thirteen members. ‘Twelve of the members, one from each of the 
farm credit districts of the United States, shall be known as appointed members 
and shall be appointed bv the President with the advice and consent of the Senate. 
In making appointments to the Board the President shall have due regard to a 
fair representation of the public interest, the welfare of all farmers and the various 
types of cooperative agricultural credit interests; shall give special consideration 
to persons who are experienced in cooperative agricultural credit; and shall, before 
making such appointments, receive and consider nominations made as follows: 
The national farm loan associations in the district shall designate one nominee, the 
production credit associations in the district shall designate one nominee, and the 
cooperatives which are stockholders or subscribers to the guaranty fund of the 
bank for cooperatives of the district shall designate one nominee, in accordance 
with the procedure prescribed in sections 5 (e) and 5 (f) of the Farm Credit Act 
of 1937 for the nomination and election of members of a district farm credit board, 
except that only the two persons receiving the highest number of votes shall be 
included in the list of nominees prepared as a result of the voting under the pro- 
cedure prescribed in said section 5 (e): Provided, That the names of all those who 
are tied for second place as a result of said voting shail be included in the list; 
and in case of a tie in the voting under the procedure prescribed in said section 
5 (f) [the procedure prescribed therein shall be followed again until the tie is 
broken] all persons so tied shall be considered designated as nominees: And provided 
further, That if the same person would otherwise be on the list of nominees of more 
than one of said groups as a result of the voting under said section 5 (e) he may 
choose the one list on which his name shall appear, and otherwise his name shall 
appear only on the list of the two highest nominees of the group which gave him 
the highest percentage of its votes. Subsequent appointments shall be made 
after receiving and considering nominations made in like manner. 

(b) Each appointed member of said Board shall be a citizen of the United 
States and shall have been a resident of the farm credit district from which ap- 
pointed for not less than ten years next preceding his appointment, and the 
removal of residence from the district during his tenure shall operate as a termi- 
nation of his membership on said Board. No appointed member of said Board 
shall be eligible to serve for more than one full term of six years, and, in addition, 
& term of less than six years if he is one of the first members to be appointed, or is 
appointed to fill, the unexpired portion of one term expiring before his appoint- 
ment to a full term, excepl thal one full term of siz years shall be considered to include 
an additional four months if the particular term is one which was legally extended for 
an additional four months. No person shall be eligible for nomination or appoint- 
ment to membership as an appointed member on said Board if such person has 
within one year next preceding the commencement of the term been a salaried 
officer or employee of the Farm Credit Administration, or a salaried officer or 
employee of any corporation operating under the supervision of the Farm Credit 
Administration. Any person who is a member of the district farm credit board 
when appointed as a member of the Federal Farm Credit Board shall resign as a 
member of the district board before assuming his duties as a member of the Federal 
Farm Credit Board. No person who becomes an appointed member of said 
Board shall be eligible to continue to serve as a member thereof if such person 
becomes a member of any district farm credit board, or an officer or employee of 





FARM CREDIT ACT OF 1955 35 


the Farm Credit Administration, or an officer or employee of any corporation 
operating under the supervision of the Farm Credit Administration. 

(e) The term of office of the appointed members of said Board shall be six 
years, beginning with the first day of the calendar month in which this Act takes 
effect, and such members shall serve until their successors are duly appointed and 
qualified ; however, of the first appointed members appointed hereunder, two 
shall be appointed for a term of one year from said date, two for a term of two 
years, two for a term of three years, two for a term of four years, two for a term 
of five years, and two for a term of six years. All vacancies in the offices of 
appointed members on said Board shall be filled for the unexpired portion of the 
term upon like nominations and by like appointments as herein provided for the 
appointment of the first such members of said Board. All terms of office which 
otherwise would expire on November 30 of any year following enactment of the Farm 
Credit Act of 1955 are extended four months to expire on the following March 31 so that 
the term of office of all successors to the terms so extended shall begin with the first day 
of April. 

* * * * * B * 

See. 7. (a) The offices of the Land Bank Commissioner, Production Credit 
Commissioner, Cooperative Bank Commissioner, and Intermediate Credit Com- 
missioner are hereby abolished. [The Governor shall designate an officer or 
employee of the Farm Credit Administration to serve at the pleasure of the 
Governor as a member of the board of directors of the Central Bank for Coopera- 
tives, as chairman of said board of directors, and as executive officer of said bank, 
in lieu of the Cooperative Bank Commissioner.] The Governor shall designate 
an officer or employee of the Farm Credit Administration to serve at the pleasure 
of the Governor as a member of the board of directors of the Federal Farm Mort- 
gage Corporation, in lieu of the Land Bank Commissioner. The Federal Farm 
Mortgage Corporation and its functions and activities are hereby transferred to 
the Farm Credit Administration and shall be administered therein under the gen- 
eral direction and supervision thereof, 


Act or January 23, 1932 


AN ACT To amend the Federal Farm Loan Act, as amended, to provide for additional capital for Federal 
land banks, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 
* e * ` ^ * * 


Sec. 6. The Farm Credit Administration is authorized to make such rules and 
regulations, not inconsistent with law, as it deems necessary or requisite for the 
efficient execution of the provisions of the Federal Farm Loan Act, the Farm Credit 
Act of 1938, and/or any Act or Acts amendatory thereof or supplementary thereto. 


Act or Jury 17, 1916 


AN ACT To provide capital for agricultural development, to create standard forms of investment based 
upon farm mortgage, to equalize rates of interest upon farm loans, to furnish a market for United States 
bonds, to create Government depositaries and financial agents for the United States and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the short title of this Act shall be “The 
Federal Farm Loan Act.” 

* ^ * * ^ * * 

Src. 3. 

* > * + * * * 

[The Farm Credit Administration shall prescribe a form for the statement of 
condition of national farm loan associations and land banks under its supervision, 
which shall be filled out quarterly by each such association or bank and trans- 
mitted to said administration.] 

The Farm Credit Administration shall prescribe a form for the statement of condition 
of national farm loan associations and land banks under its supervision, which shall 
be filled out by each such association or bank and transmitted to said administration 
as required by it. 

* ` v ^ G ^ G 

Sec. 5. 


* * * * * * 


14002*—57 S. Rept., 84-1, vol. 3—— 65 





2 
x 
g 
E 
: 
t 
ô 
E 
: 
i 


36 FARM CREDIT ACT OF 1955 


[it shall be the duty of the Secretary of the Treasury on behalf of the United 
States, upon the request of the board of directors of any Federal land bank made 
with the approval of the Farm Credit Administration, to subscribe from time to 
time for capital stock of such bank in an amount or amounts specified in such 
approval or approvals, such subscriptions to be subject to call in whole or in part 
by the board of directors of said bank upon thirty days’ notice with the approval 
of the Farm Credit Administration. The Secretary of the Treasury is hereby 
authorized and directed to take out and pay for shares having an aggregate 

ar value equal to the amounts so called; and to enable the Secretary of the 
reasury to pay for stock issued hereunder there is hereby authorized to be appro- 
priated the sum of $125,000,000 such stock to be nonvoting. Shares of stock 
issued pursuant to this paragraph shall be paid off at par and retired in the same 
manner as the original capital stock of said bank after said original stock out- 
standing, if any, has been paid off and retired: Provided, however, That stock 
issued pursuant to this paragraph may at any time, in the discretion of the 
directors and with the approval of the Farm Credit Administration, be paid off 
at par and retired in whole or in part; and that said Administration may at any 
time require such stock to be paid off at par and retired in whole or in part if in 
the opinion of the Administration the bank has resources available therefor. 
The proceeds of all repayments on account of stock issued pursuant to this 
paragraph shall be held in the Treasury of the United States and shall be available 
for the purpose of paying for other stock thereafter issued pursuant to this 
paragraph. J 
* * + * c * 
Sec. 7. 
^ * * © * »* * 

It shall be the duty of the secretary-treasurer of every national farm loan 
association to act as custodian of its funds and to deposit the same in such bank 
as the board of directors may designate, to pay over to borrowers all sums 
received for their account from the Federal land bank upon first mortgage as in 
this Act prescribed, and to meet all other obligations of the association, subject 
to the orders of the board of directors and in accordance with the by-laws of 
the association. It shall be the daty of the secretary-treasurer, acting under 
the direction of the national farm loan association, to collect, receipt for, and 
transmit to the Federal land bank payments of interest, amortization install- 
ments, or principal arising out of loans made through the association. He shall 
be the custodian of the securities, records, papers, certificates of stock, and all 
documents relating to or bearing upon the conduct of the affairs of the association. 
He shall furnish a suitable surety bond to be prescribed and approved by the 
Farm Credit Administration for the proper performance of the duties imposed 
upon him under this Act, which shall cover prompt collection and transmission 
of funds. [He shall make a quarterly report to the Farm Credit Administration 
upon forms to be provided for that purpose.] He shall make a report to the Farm 
Credit Administration as required by tt upon forms to be provided for that purpose; 
Upon request from said Administration said secretary-treasurer shall furnish 
information regarding the condition of the national farm loan association for 
which he is acting, and he shall carry out all duly authorized orders of said 
Administration. He shall assure himself from time to time that the loans made 
through the national farm loan association of which he is an officer are applied 
to the purposes set forth in the application of the borrower as approved, and shall 
forthwith report to the land bank of the district any failure of any borrower to 
comply with the terms of his application or mortgage. He shall also ascertain 
and report to said bank the amount of any delinquent taxes on land mortgaged 
to said bank and the name of the delinquent. No such secretary-treasurer shall 
engage in the making of land mortgage loans eligible at a Federal land bank 
through or for any other land mortgage company or agency, and the making of 
anv such loan by any secretary-treasurer shall forthwith work a forfeiture of his 
office. 

* + ^ » * * * 

Sxc. 8. 

* * * * * * * 

Every nationa! farm loan association formed under this Act shall by its 
articles of association provide for an increase of its capital stock from time to 
time for the purpose of securing additional loans for its members and providing 
for the issue of shares to borrowers in accordance with the provisions of this 
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Act. [Such increases shall be included in the quarterly reports to the Farm Credit 
Administration. J 
* * * * — * * 


Sec. 10. 


* * * * * * * 


Notwithstanding any other provision of this Act to the contrary, subject to the 
approval of the Farm Credit Administration, the investigation and the written report 
or reports on the value of the security offered for a Federal land bank loan, which 
otherwise are required by this section to be made by land bank appraisers appointed 
under the authority of section 3 of this Act, may be made, in accordance with appraisal 
standards prescribed by the Farm Credit Adminisiration, by any person (including a 
person who is secretary-treasurer of a national farm loan association) designated so 
to do by the Federal land bank of the district; a Federal land bank is authorized to 
make a loan, if otherwise authorized, on the basis of such an investigation and report 
by a poo 80 designated; and a loan so made shall be eligible as collateral for farm 
loan bonds under section 19 of this Act, if otherwise qualified thereunder: Provided, 
That, within one year, the land bank shall obtain a written report on the security for 
the loan by a land bank appraiser appointed under section 3 of this Act, in terms and 
form prescribed by the Farm Credit Administration, and such a loan shall be eligible 
as collateral for farm loan bonds thereafter only if such report by a land bank appraiser 
establishes that the securily meets the standards prescribed by the Farm Credit Ad- 
ministration for a land bank loan, and in no event shall any such loan thereafter be 
carried as such collateral for bonds at more than 65 per centum of the normal value of 
the security as determined by such land bank appraiser. Except as otherwise spe- 
cifically provided in this paragraph, all provisions of this Act relating to loans made 
through national farm loan associations shail, insofar as applicable, apply with 
respect to loans made on such investigations and written reports by such designated 
persons. 

* s s ^ ^ * ^ 

Sec. 12. 


* * * * * * * 


Fourth. [Such loans may te made for the following purposes and for no other: 

Eb To provide for the purchase of land for agricultural uses. 

(b) To provide for the purchase of equipment, fertilizers, and livestock 
necessary for the proper and reasonable operation of the mortgaged farm; the 
term “equipment” to be defined by the Farm Credit Administration. 

[(c To provide buildings and for the improvement of farm lands; the term 
“improvement” to be defined by the Farm Credit Administration. 

{(d) To liquidate indebtedness of the owner of the land mortgaged incurred 
for agricultural poe. or incurred at least two years prior to the date of the 
application for the loan. 

C(e) To provide the owner of the land mortgaged with funds for general agri- 
cultural uses. ] 

Such loans may be made for general agricultural purposes and other require- 
ments of the owner of the land mortgaged, under rules and regulations of the Farm 
Credit Administration. 

Fifth. No such loan shal! exceed 65 per centum of the normal value of the 
farm mortgaged, said value to be ascertained by appraisal, as provided in section 
10 of this Act. In making said appraisal the value of the farm for agricultural 
purposes shall be the basis of appraisal and the normal earning power of said 
farm shall be a principal factor; and, consistent with community standards, the 
appraisal may also reflect home advantages, and the availability to a typical operator 
of the property of earnings from other dependable sources to supplement the normal 
earning power of the farm. 

* * * * * * * 


Sixth. No such loan shall be made to any person who is not at the time, or 
shortly to become, engaged in farming operations or to any other person unless 
the principal part of his income is derived from farming operations. In case of 
the sale of the mortgaged land, the Federal land bank may permit said mortgage 
and the stock interests of the vendor to be assumed by the purchaser.» In case 
of the death of the mortgagor, his heir or heirs, or his legal representative or repre- 
sentatives, shall have the option, within sixty days of such death, to assume the 
mortgage and stock interests of the deceased. As used in this paragraph (1) the 
term ‘‘person’”’ includes an individual or a corporation engaged in [thc raising of 
livestock] farming operations; and. (2) the term "corporation" includes any in- 
eorporated association; but no such loan shall be made to a corporation (A) unless 
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all the stock of the corporation is owned by individuals themselves personally 
actually engaged in [the raising of livestock] farming operations on the farm to 
be mortgaged as security for the loan, except in a.case where the [Land Bank 
Commissioner] Farm Credit Administration permits the loan if at least 75 per 
centum in value and number of shares of the stock of the corporation is owned 
by the individuals personally actually so engaged, and (B) unless the owners of 
at least 75 per centum in value and number of shares of the stock of the corpora- 
tion assume personal liability for the loan. No loan shall be made to any corpo- 
ration which is a subsidiary of, or affiliated (either directly or through substantial 
identity of stock ownership) with, a corporation ineligible to procure a loan in the 
amount applied for. 

Seventh. The amount of loans to any one borrower shall in no case exceed a 
maximum of [$100,000] $200,000, but loans to any one borrower shall not exceed 
n $100,000 unless approved by the [Land Bank Commissioner] Farm 

redit. Administration, nor shall any one loan be for a less sum than $100, but 
preference shall be given to applications for loans of $10,000 and under. 

* * * * > * * 

Sec. 13. 

* * * * * * t 

Nineteenth. To permit any borrower to defer payment of the principal por- 
tions of installments on his loan in order that he may pay, in whole or in part, 
any indebtedness which is secured by a lien junior to the lien of the bank upon 
the farmland mortgaged to secure his loan. Such a deferment may be permitted 
for other purposes for a period not exceeding five years under regulations prescribed 
by the Farm Credit Administration, 

a 


* » = * * ~ 


Sec. 23. [That every Federal land bank, and every joint stock land bank, 
shall semiannually carry to reserve account twenty-five per centum of its net 
earnings until said reserve account shall show a credit balance equal to twenty 
per centum of the outstanding capital stock, of said land bank. Whenever said 
reserve shall have been impaired, said balance of twenty per centum shall be 
fully restored before any dividends are paid.. After said reserve has reached the 
sum of twenty per centum of the outstanding capital stock, five per centum of 
the net earnings shall be annually added thereto. For the period of two vears 
from the date when any default occurs in the payment of the interest, amortiza- 
tion installments, or principal on any first mortgage, by both mortgagor and 
indorser, the amount so defaulted shall be carried to a suspense account, and at 
the end of the two-year period specified, unless collected, shall be debited to 
reserve account. 

(After deducting the twenty-five per centum or the five per centum herein- 
before directed to be deducted for credit to reserve account, any Federal land 
bank or joint stock land bank mav declare a dividend to shareholders of the 
whole or any part of the balance of its net earnings: Provided, That any dividend 
or dividends declared by any joint-stock land bank shall be subject to the approval 
of the Farm Credit Administration. The reserves of land banks shall be invested 
in accordance with rules and regulations to be prescribed by the Federal Farm 
Loan Board. 

[Every Federal land bank shall semiannually carry to reserve account a sum 
not less than 50 per centum of its net earnings until said reserve account shall 
show a credit balance equal to the outstanding capital stock of said land bank. 
After said reserve is equal to the outstanding capital stock 10 per centum of the 
net earnings shall be added thereto semiannually. Whenever said reserve shall 
have been impaired it shall be fully restored before any dividends are paid. After 
deducting the 50 per centum or the 10 per centum herein directed to be deducted 
for credit to reserve account, any Federal land bank may declare a dividend or 
dividends to shareholders of the whole or any part of the balance of its net earn- 
ings, but only with the approval of the Federal Farm Loan Board. In the case 
of Federal land banks the requirements of this paragraph shall be in lieu of the 
requirements of the first three sentences of the first paragraph of this section and 
ín lieu 1 the requirements of the first sentence of the second paragraph of this 
section, 

Every Federal land bank shall semiannually carry to reserve account a sum not 
less than 50 per centum of its net earnings until said reserve account shall show a 
credit balance equal to the outstanding capital stock of said land bank. After said 
reserve is equal to the outstanding capital stock 10 per centum of the net earnings 
shall be added thereto semiannually until said reserve account shall show a credit 
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balance equal to 150 per centum of the outstanding capital stock of said land bank, 
and any land bank having a credit balance in said reserve account in excess of 150 
per centum of its outstanding capital stock may withdraw such excess from said 
reserve account with the approval of the Farm Credit Administration. Whenever said 
reserve shall have been impaired it shall be fully restored before any dividends are paid. 

After deducting the 50 per centum or the 10 per centum hereinbefore directed to be 
deducted for credit to reserve account, any Federal land bank may declare a dividend 
or dividends to shareholders of the whole or any part of the balance of its net earnings, 
but only with the approval of the Farm Credit Administration. 

The reserves of land banks shall be invested in accordance with rules and regulations 
prescribed by the Farm Credit Administration. 

* x * * * * * 


Sec. 24. Every national farm loan association shall, out of its net earnings, 
semiannually carry to reserve account a sum not Jess than 10 per centum of such 
net earnings until said reserve account shall show a credit balance equal to 25 
ver centum of the outstanding capital stock of said association. After said reserve 
as reached the sum of 25 per centum of the outstanding capital stock, 5 per 
centum of the net earnings shall be semiannually added thereto until said reserve 
account shall show a credit balance eaual to 50 per centum of the outstanding capital 
stock of said association, and any association having a credit balance in said reserve 
account in excess of 50 per centum of its outstanding capital stock may withdraw such 
excess from said reserve account with the approval of the Farm Credit Administration, 


Act or SEPTEMBER 21, 1944 


AN ACT To provide for the control and eradication of certain anima! and plant pests and diseases, te 
facilitate cooperation with the States in fire control, to provide for the more efficient protection and man- 
agement of the national forests, to facilitate the carrying out of agricultural conservation and related 
agricultural programs, to facilitate the operation of the Farm Credit Administration and the Rural Elec- 
trification Adminstration, to aid in the orderly marketing of agriculturai commodities. and fer other 
purposes 

Be it enacted by the Senate and House of Representatives of the United States of 

America in Congress assembled, 

* * * * * t * 


Sec. 601. (a) The Farm Credit Administration shall, prior to the first day of 
each fiscal year commencing after June 30, 1944, estimate for the ensuing fiscal 
year the cost of examinations of the [joint-stock land banks, ] Federal land banks, 
national farm-loan associations, banks for cooperatives, Central Bank for Cooper- 
atives, Federal intermediate credit banks, production credit corporations, and 
production credit associations; shall apportion the amount so determined among 
the [joint-stock land banks, ] Federal land banks, national farm loan associations, 
banks for cooperatives, Central Bank for Cooperatives, Federal intermediate 
credit banks, production credit corporations, and production credit associations 
on such equitable basis as said Administration shall determine; and shall assess 
against and collect in advance the amount so apportioned from the banks, corpora- 
tions, and other organizations among which the apportionment is made, ercept 
that the amounts apportioned to national farm loan associations shall be assessed 
against and collected from the Federal land bank of the district which may in turn 
collect such amounts from the associations in a manner approved by the Farm Credit 
Administration. 

Act or Avucust 19, 1937 


AN ACT To amend the Federal Farm Loan Act, to amend the Emergency Farm Mortgage Act of 1933, to 
amend the Farm Credit Act of 1933, to amend the Federal Farm Mortgage Corporation Act, to amend 
the Agricultural Marketing Act, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the “Farm Credit 
Act of 1937”, 

* * * * * * * 


Sec. 5. 


* * * x * * * 


(b) There shall be in each farm credit district a farm credit board which shall be 
selected as hereinafter specified and shall be composed of seven members. Each 
farm credit board shall include in its title the name of the city in which the Federal 
land bank, Federal intermediate credit bank, production credit corporation, and 
regional bank for cooperatives of the district are located. Three of the seven 
members of said board shall be known as elected directors, of whom one shall be 
chosen by national farm loan associations, one shall be chosen by production 
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credit associations of the district, and one shall be chosen by cooperatives which 
are stockholders or subscribers to the guaranty fund of the regional bank for 
cooperatives in the district. Subject to the other provisions hereof, three of the 
seven members shall be known as district directors and shall be appointed by the 
Governor of the Farm Credit Administration by and with the advice and consent 
of the Federal Farm Credit Board. The seventh member of such board shall be 
known as director-at-large and shall be appointed by the Governor of the Farm 
Credit Administration by and with the advice and consent of the Federal Farm 
Credit Board. [No person shall be eligible hereafter for nomination or appoint- 
ment to membership as an appointed member on said Board if such person has 
within one year next preceding the commencement of the term been a salaried 
officer or employee of the Farm Credit Administration, or a salaried officer or 
employee of any corporation operating under the supervision of the Farm Credit 
Administration.] After the date of enactment of the Farm Credit Act of 1954, no 
person shall be eligible for election or appointment to membership on said Board if 
such person has within one year next preceding the commencement of the lerm been 
a salaried officer or employee of the Farm Credit Administration, or a salaried officer 
or employee of any corporation operating under (he supervision of the Farm Credit 
Adminisiration. Each farm credit board shall elect from its members a chairman 
and vice chairman, and shall appoint a secretary from within or without its 
membership as it may see fit. The chairman, vice chairman, and secretary shall 
each be elected for a term of one year and until their successors are elected and 
take office and the board shali elect such officers each vear. The chairman shall 
preside at all meetings and the vice chairman shall preside in the absence or dis- 
ability of the chairman. The board may, in the absence of both the chairman 
and vice chairman, elect a member to act as chairman pro tempore. 
> = ^ * * * 3 
(d) 
* * > * * * 

(2) Notwithstanding the above provision with respect to the appointment of 
district directors, one additional member of said board shall be elected by each 
of the groups aforesaid (national farm loan associations and borrowers through 
agencies, production credit associations, and cooperatives which are stockholders 
or subscribers to the guaranty fund of the regional bank for cooperatives of the 
district), and serve in lieu of a district director, under the following circumstances 
and conditions: 

(A) Whenever, as determined by the Farm Credit Administration, the sum of 
the capital stock held by national farm loan associations, surplus and reserves of 
a Federal land bank shall equal or exceed 66% per centum of the total of the capital 
stock, surplus, and reserves of such bank as of the date [three months] six months 
before the expiration of the term of office of the district director (or third district 
director) whose term next expires, the successor to such director shall be elected 
by the national farm loan associations of the district in the manner herein provided, 
shall be known as an elected director, and successors to that office shall be so elected 
and known from term to term while such conditions obtain: Provided, That if and 
when, as determined by the Farm Credit Administration, such conditions do not 
obtain as of the date [three months] siz months before the expiration of the term 
of office of any director so elected under the provisions of this subparagraph, the 
successor to such director shall be appointed by the Governor of the Farm Credit 
Administration by and with the advice and consent of the Federal Farm Credit 
Board, shall be known as a district director, and successors to that office shall be so 
pooma and known from term to term for such terms as appointment is rot pre- 
cluded by the election of an additional director by one of the groups aforesaid as 
herein provided: And provided further, That such national farm loan associations 
shall again and from time to time elect one additional director as aforesaid if and 
when the required conditions named in this subparagraph shall be determined to 
obtain as aforesaid. 

(B) Whenever, as determined by the Farm Credit Administration, the sum of 
the capital stock held by persons other than the production credit corporation of 
the district, surplus, and reserves of the production credit associations (collectively) 
of a farm credit distr.et shall equal or exceed 6634 per centum of the total of the 
capital stock, surplus, and reserves of the production credit associations (collec- 
tively) of said district as of the date [three months] sir months before the expira- 
tion of the term of office of the district director (or third district director) whose 
term next expires, the suecessor to such director shall be elected by the production 
credit associations of the district in the manner herein provided, shall be known as 
an elected direetor, and successors to that office shall be so elected and known from 





wT jt eb QGu wu ww Ub Y» wo 3C.w ow OUT Ee 


FARM CREDIT ACT OF 1955 41 


term to term while such conditions obtain: Provided, That, if and when, as deter- 
mined by the Farm Credit Administration, such conditions do not obtain as of the 
date [three months] siz months before the expiration of the term of office of any 
director so elected under the provisions of this subparagraph, the successor to such 
director shall be appointed by the Governor of the Farm Credit Administration 
by and with the advice and consent of the Federal Farm Credit Board, shall be 
known as a district director, and successors to that office shall be so appointed and 
known from term to term for such terms as appointment is not precluded by the 
election of an additional director by one of the groups aforesaid as herein provided: 
And provided further, That such production credit associations shall again and from 
time to time elect one additional director as aforesaid, if and when the required 
conditions named in this subparagraph shall be determined to obtain as aforesaid. 

(C) Whenever, as determined by the Farm Credit Administration, the sum of 
the capital stock and subscriptions to the guaranty fund held by cooperatives 
which are stockholders or subscribers to the guaranty fund of a regional bank for 
cooperatives, surplus and reserves of said bank shall equal or exceed 66?$ per 
centum of the total capital stock, subscriptions to the guaranty fund, surplus and 
reserves of said bank as of the date [three months] sir months before the expira- 
tion of the term of office of tne district director (or third district director) whose 
term next expires, the successor to such director shall be elected by the cooper- 
atives which are stockholders or subscribers to the guaranty fund of said bank in 
the manner herein provided, shall be known as an elected director, and successors 
to that office shall be so elected and known from term to term while such conditions 
obtain: Provided, That if and when, as determined by the Farm Credit Adminis- 
tration, such conditions do not obtain as of the date [three months] siz months 
before the expiration of the term of office of any director so elected under the pro- 
visions of this subparagraph, the successor to such director shall be appointed by 
the Governor of the Farm Credit Administration by and with the advice and con- 
sent of the Federal Farm Credit Board, shall be known as a district director, and 
successors to that office shall be so appointed and known from term to term for 
such terms as appointment is not precluded by the election of an additional direc- 
tor by one of the groups aforesaid as herein provided: Provided further, That such 
cooperatives which are stockholders or subscribers to the guaranty fund of said 
bank shall again and from time to time elect one additional direetor as aforesaid 
if and when the required conditions named in this subparagraph shall be deter- 
mined to obtain as aforesaid: Provided further, That at no time and under no con- 
ditions shall there be in office less than one or more than two members of said board 
who are serving by election of any one of the groups aforesaid (national farm loan 
associations and borrowers through agencies, production credit associations, and 
cooperatives which are stockholders or subscribers to the guaranty fund of the 
regional bank for cooperatives of the district): And provided further, That if two 
or more of said groups shall, under the terms and provisions hereof, become quali- 
fied to elect an additional director pending the expiration of the term of office of 
the district director (or third district director) whose term next expires, preference 
shall be given, first to national farm loan associations and borrowers through 
agencies, next to production credit associations, and next to cooperatives which 
are stockholders or subscribers to the guaranty fund of the regional bank for co- 
operatives, to elect an additional director as herein provided as the terms of oflice 
of district directors, including the third district director if he be still in office, 
expire. 

'3) In any district which includes more than one State no person shall be 
eligible to be elected by any group if he is a resident of the same State as the other 
member elected by such group and then serving. If two directors are to be 
elected at the same election in any such district by any group, the election of 
the director to be elected by such group under section 5 (b) shall be first deter- 
mined, and the person receiving the most votes for election under section 5 (d) (2) 
who is not a resident of the same State as the director elected under section 5 (b) 
shall be declared elected. 

(4) As directed by the Farm Credit Administration, the election of a director 
under section 5 (d) (2) by any group may be begun any time within siz months 
before the expiration of the term of office to which the director is to succeed, subject to 
the required determination being made as of the date six months before the expiration 
q such term of office that a director so elected by such group is to serve in lieu of a 

istricl director (or third district director). 


O 
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Calendar No. 1217 


84TH CONGRESS SENATE Report 
No. 1202 


1st Session 


STATE OF ILLINOIS 


Jury 28, 1955.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


(To accompany 8. 125] 


The Committee on the Judiciary, to which was referred the bill 
(S. 125) for the relief of the State of Illinois, having considered the 
same, reports favorably thereon an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike out all after the enacting clause and insert in lieu thereof the 

following: 
That the State of Illinois shall have the exclusive right in interstate commerce 
to use, manufacture, and to control the right to manufacture the emblematic 
design heretofore published by the secretary of state of the State of Illinois 
consisting of a profile of the head of Abraham Lincoln superimposed upon an 
outline map of the State of Illinois which is surmounted by the name “Illinois’’ 
and overlaid by the caption “Land of Lincoln’. 

Src. 2. Nothing in this Act shall be construed to confer any right to recover 
damages for violation of this exclusive right, by any act performed before the 
date of enactment of this Act, or to prevent the use of any matter utilized before 
that date. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to confer 
upon the State of Illinois the exclusive right to use, manufacture, and 
to control the right to manufacture an emblematic design heretofore 
published by the secretary of state of the State of Illinois. 


STATEMENT i 


The bill as originally introduced would authorize the secretary of 
state of the State of Illinois, within a stated period, to file application 
with the Register of Copyrights, who is authorized and directed to 
register a heretofore published design consisting of a profile drawing 
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of the head of Abraham Lincoln superimposed upon an outline map 
of the State of Illinois, which is surmounted by the name “Illinois” 
and overlaid by the caption “Land of Lincoln.” The Register of Copy- 
rights is further directed to issue a certificate for such registration. 

The Library of Congress, in reporting on the proposed legislation 
as introduced, expressed several reservations concerning the language 
of the proposed legislation. 

That report pointed out that the long-established purpose of the 
copyright law has been to promote the progress of the arts and 
sciences by affording authors, for a limited period, the exclusive 
rights to the use of their writings. The granting of this right has 
been conditioned upon compliance with the statutory requirements. 
It is well settled that failure to comply with those requirements, such 
as the publication of a work without the required statutory notice, 
places it in the public domain and completely removes it from the 
protection of the copyright law (citing Universal Films v. Copperman, 
212 F. 301 (D. C. N. Y. 1914); affirmed 218 F. 577 (2d Cir. 1914), 
cert. denied, 235 U. S. 704). The report further stated that enact- 
ment of the bill in the form as introduced would be discriminatory 
to the many claimants who publish their works without meeting the 
statutory requirements, and would be in derogation of established 
legal principles. 

The Library of Congress further observed that to authorize the 
registration of a claim to copyright in the emblem in question would 
not necessarily afford copyright protection for the emblem.  Regis- 
tration does not of itself create a copyright. Copyright is obtained 
by the act of publication with the statutory notice. The certificate 
of registration is only prima facie evidence of the validity of the 
copyright and if challenged in litigation, the State of Illinois would 
be required to establish its copyright. The Library of Congress 
therefore concluded that registration of the desired emblem under 
the copyright law not only seems inappropriate but would not appear 
to provide in the best manner the protection the State of Illinois 
desires. 

The committee is constrained to agree with the views expressed 
in the report submitted by the Library of Congress and, accordingly, 
has amended the bill so as to confer upon the State of Illinois the exclu- 
sive right in interstate commerce to use, manufacture, and to control 
the right to manufacture the emblematic design heretofore published 
by the secretary of state of the State of Illinois. 

The bill as amended, therefore, meets the objections raised in the 
report submitted by the Library of Congress, and the committee has 
been advised that the Copyright Office interposes no objection to the 
proposed change in language. Accordingly, the committee recom- 
mends favorable consideration of this legislation, as amended. 

The Department of Justice, in reporting on the instant bill, states 
that whether the bill should be enacted involves a question of policy 
concerning which that Department prefers to make no recommen- 
dation. 

Attached hereto and made a part hereof are the reports of the 
Department of Justice and the Library of Congress submitted in 
connection with the proposed legislation. 
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THE LIBRARY OF CONGRESS, 
OFFICE OF THE CHIEF ÅSSISTANT LIBRARIAN, 
Washington 25, D. C., February 15, 1955. 
Hon. HARLEY M. KILGORE, 
Chairman, Committee on the Judiciary, 
424 Senate Office Building, Washington, D. C. 


Dear Senator Kricore: This is to acknowledge your letter of January 27, 
1955, transmitting a copy of S. 125 and requesting my report thereon. 

The bill would authorize the secretary of state of the State of Illinois, within 
a stated period, to file application with the Register of Copyrights who is author- 
ized and directed to register a heretofore published design consisting of a profile 
drawing of the head of Abraham Lincoln superimposed upon an outline map of 
the State of Illinois, which is surmounted by the name “Tllinois” and overlaid by 
the caption ‘‘Land of Lincoin.”” The Register of Copyrights is further directed 
to issue a certificate for such registration. 

The bill also contains a savings clause protecting the rights of any user of this 
emblem prior to the date of enactment of the act. 

The files of the Copyright Office disclose that on July 20, 1954, the attorney 
general of the State of Illinois wrote to that Office requesting information con- 
cerning the copyrightability of an emblem seemingly identical to that involved 
in 8. 125. It was stated by the attorney general that “This emblem is attached 
to certain stationery used by the secretary of state.” The reply of the Vopyuigns 
Office was to the effect that since copyright is obtained by the act of publication 
with the required statutory notice, there would seem to be no possibility of obtain- 
ing copyright in the emblem in question since it had been publicly distributed 
on the stationery of the secretary of state without the required statutory notice. 
In addition it was indicated that the only portion of the emblem subject to copy- 
right protection was the profile drawing of the head of Abraham Lincoln. Copies 
of this correspondence are attached. The files of the Copyright Office do not 
reveal any subsequent correspondence relating to this matter. 

I should like to call to vour attention the following considerations which argue 
against a favorable reporting of the bill: 

(1) The long-established purpose of the copyright law has been to promote the 
progress of the arts and sciences by affording authors, for a limited period, the 


exclusive rights to the use of their writings. "The granting of this right has been 
conditioned upon compliance with the statutory requirements. It is well settled 
that failure to comply with those requirements, such as the publication of a work 
without the required statutory notice, places it in the public domain and com- 
pletely removes it from mI of the copyright law. Universal Films v. 


Copperman, 212 F. 301 (D. C. N. Y. 1914); affd. 218 F. 577 (2d Cir. 1914), cert. 
denied, 235 U. S. 704 (1914); Fleischer v. Freundlich, 74 F. (2d) 276 (2d Cir. 1934); 
Advertisers Exchange v. Anderson, 144 F. (2d) 907 (8th Cir. 1944); Natl. Comics 
Pubs. v. Fawcett Pubs. 191 F (2d) 594 (2d Cir. 1951). Enactment of this bill 
would be discriminatory to the many claimants who publish their works without 
meeting the statutory requirements, and would be in derogation of established 
legal principles. 

(2) As originally pointed out by the Copyright Office to the attorney general 
of the State of Illinois, the outline map of the State of Illinois would not, on the 
basis of reported decisions, seem to be covered by copyright. Andrews v. Guenther 
Pub. Co., 60 F (2d) 555 (D. C. N. Y. 1932); Christianson v. West Pub. Co., 149 
F (2d) 202 (9th Cir. 1945). The words “‘Illinois—Land of Lincoln” are probably not 
subject to copyright protection as the writings of an author, since they are merelv 
generic and descriptive words. The only portion of the emblem which would 
seem to have been subject to copyright protection would have been the profile 
drawing of the head of Abraham Lincoln, assuming that the drawing were an 
original work. It is doubtful if protection is sought solely for the profile drawing. 

(3) One would also have to take notice of the fact that the words “Illinois— 
Land of Lincoln” appear on the automobile license plates issued by that State. 
Even though it could be validly contended that such words were subject to 
copyright protection, publication without the statutory copyright notice on the 
plates placed such words in the publie domain. 

(4) To authorize the registration of a claim to copyright in the emblem in 
question would not necessarily afford copyright protection for the emblem. 
tegistration does not of itself create a copyright. As stated above, that is 
obtained by the act of publication with the statutory notice which apparently 
was not accomplished in this instance. The certificate of registration is only 

| prima facie evidence of the validity of the copyright and if challenged in litigation, 
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the State of Illinois would be required to establish its copyright. On the basis of 
presently available information, this would not seem possible. 

On the basis of the foregoing, registration of this emblem under the copyright 
law not only seems inappropriate but would not appear to provide in the best 
manner the protection desired. Your committee may, in consequence, wish to 
consider the desirability of affording the desired protection by means of a special 
statute similar to those which have been enacted to protect the emblems of 
“Smokey Bear” (18 U. 8. C. 711), the American Legion (36 U. S. C. 44), the 
American ‘National Red Cross (18 U. S. C. 706, 917), the Boy Scouts of America 
(36 U. 8, C. 27), and other organizations. 

Sincerely yours, 
VERNER W. CLAPP, 
Chief Assistant Librarian, 


ÅTTORNEY GENERAL, STATE OF ILLINOIS, 
Springfield, July 20, 1954. 


Re Trademarks: Copyright emblem used by Secretary of State. 


REGISTER OF COPYRIGHTS, 
Library of Congress, Washington, D. C, 

Dear Sir: It has been proposed to introduce a bill in the Legislature of the 
State of Illinois, authorizing the secretary of state, on behalf of the people of the 
State of Illinois, to copyright an emblem (copy of which is attached), which 
emblem or symbol was designed and origineted by the office of the secretary of 
state. 

As you will note, this emblem carries the words *'Illinois— Land of Lincoln," 
and an outline map of the State of Illinois with Lincoln’s profile in the center. 
This emblem is attached to certain stationery used by the secretary of state 

Before introduction of this bill in the next session of the legislature, I have been 
requested to procure a determination from the proper authorities at Washington, 
D. C., to determine whether this emblem is subject to copyright by the State of 

linois. 

Accordingly, please advise me as to whether or not this emblem or symbol is 
subject to copyright by the secretary of state of the State of Illinois, on behalf of 
the Pape of said State. 

Jery truly yours, 
LATHAM CASTLE, 
Attorney General. 


AvavsT 18, 1954. 
The Honorable TATHAM CASTLE, 
Attorney General, Springfield, I. 

Dear MR. CastLE: May I apologize for not acknowledging before now your 
letter of July 20, 1954, inquiring about the possibility of copyrighting an emblem 
which carries the words “‘Illinois—Land of Lincoln” and an outline map of the 
State of Illinois with Lincoln’s profile in the center. Although you indicated that 
a copy of the embiem would be enclosed, I am told that we did not receive a copy. 

Copyright in any work is secured by the act of affixing to each copy of it the 
statutory copyright notice. For works such as you describe the notice must 
consist of at least the symbol © accompanied by the name of the copyright owner. 
If copies are published without the statutory copyright notice, copyright is for- 
feited and all subsequent efforts to secure it are defeated. Not even adding the 
notice to copies subsequently distributed can be of any help. If the emblem is in 
use on the public correspondence of the secretary of state and the statutory copy- 
right notice is not affixed to it then there would seem to be no possibility of securing 
copyright in the emblem at all. You see, publication in the copyright sense is 
considered to be the placing on sale, sale or publie distribution of copies of a work. 

If there were no copyright notice problem involved, the emblem, from your 
description of it, would seem to be copyrightable. Although no one could secure 
by copyright the exclusive right to use the legend “Iilinois—Land of Lincoln” 
and the courts have indicated that an outline map of the United States is not 
copvrightable and by inference the outline map of any individual State would 
fall in the same category, a particular version of Lincoln's profile would be copv- 
rightable. We would, therefore, consider registering a claim to copyright in the 
emblem if, from the first time copies had been publiely distributed, they had 
affixed to them the statutorv copyright notice. 

I suspect that one aspect of the label in which you are most interested is the 
legend ''Illinois—Land of Lincoln.” The notion that short phrases like this 
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cannot be copyrighted is more fully explained in the enclosed Cireular 19. Even 
if it could have been considered copyrightable, however, the fact that it has 
been published without notice on your license plates would make it impossible 
to register a claim in it alone. If it develops that the emblem you describe has 
not yet been published and we can register a claim to copyright in it the copyright 
would not prevent anyone from using the legend alone. I am enclosing « 
application form K which describes on page 2a the procedure for securing copy- 
right in a print as well as the statutory copyright notice. In connection with the 
notice I might suggest that it would seem difficult to use any name other than 
the State of Illinois on the emblem without somehow defacing it. We have 
registered claims to copyright in works published with copyright notices eon- 
taining the names of individual States as copyright owners. ‘Though registration 
of such claims is relatively common there could be some doubt that a State is a 
erson capable of owning copyright within the meaning of section 1 of title 17, 
Jnited States Code. 
Sincerely yours, 
Vincent A. Doyte, 
Assistant Chief, Examining Division. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, D. C., May 18, 1955. 
Hon. HarLEY M. KILGORE, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views of the Depart- 
ment of Justice concerning the biil (S. 125) for the relief of the State of Illinois. 

The bill would direct the Register of Copyrights, upon application within a 
limited time bv the Secretary of State of Illinois and notwithstanding any other 
provisions of law, to register, in the name of the State of Illinois, a certain 
emblematic design, and to issue to the secretary, pursuant to section 209 of 
title 17 United States Code, a certificate of registration. The bill would provide 
that such registration shail have the same effect as if made pursuant to the 
provisions of title 17, United States Code (copyrights). It would provide further 
that nothing in the measure shall be construed to confer any right to recover 
damages for infringement by any aet performed before the date of the bill's 
enactment, or to prevent the use of any matter printed before that date. 

The bill would thus confer upon the State of Illinois the protection of the 
copyright laws with respect to the design specified without compliance with the 
normal registration procedures. 

Whether the bill should be enacted involves a question of policy concerning 
which this Department prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report 

Sincerely, 
WirLIAM P. RocEns, 
Deputy Attorney General, 


O 
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Calendar No. 1219 


SATH CONGRESS } SENATE Report 
1st Session No. 1204 


AMENDING THE FLAMMABLE FABRICS ACT TO EXEMPT 
FROM ITS APPLICATION SCARVES WHICH DO NOT 
PRESENT AN UNUSUAL HAZARD 


JuLy 28, 1955.—Ordered to be printed 


Mr. MaaGnvuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1455] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1455) to amend the Flammable Fabrics Act to 
exempt from its application scarves which do not present an unusual 
hazard, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would amend the Flammable Fabrics Act to exempt from 
its application searves made of plain-surface fabrics. 

This bill is consistent with the original intent of Congress in enacting 
the Flammable Fabrics Act to exempt fabrics and wearing apparel 
which are not highly flammable and which present no unusual fire 
hazard or danger to the public. 

Under the flammability standards provided in the present law, any 
plain-surface fabric intended for use in wearing apparel which exhibits 
a burning rate of less than 3M seconds when tested in a prescribed 
manner is classified as “rapid and intense burning," and is banned in 
commerce. Plain-surface fabries, which exhibit a burning rate of 3% 
seconds or more are classified as having “normal” flammability, and 
are considered as relatively safe for use in wearing apparel. 

Many silk scarves made of plain-surface fabrics fail by a narrow 
margin to meet this minimum requirement of a 3% seconds burning 
rate established for relatively safe fabrics. 

So far as'can be determined, such scarves have never presented any 
unusual fire hazard or danger to the public. If ignited, the flame can 
ensily be extinguished by merely patting the scarf with the hand, for 
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2 AMEND FLAMMABLE FABRICS ACT TO EXEMPT SCARVES 


the flame intensity is very low. .We are not aware of any casualties 
resulting from the ignition of such scarves. On the other hand, 
scarves made of brushed or raised surface fabrics, which burn with an 
intense flame, and are highly dangerous to the wearer, would continue 
to be subject to the provisions of this act. 

There is strong justification for considering scarves made of plain- 
surface fabrics as clothing accessories similar to certain hats, gloves, 
and footwear, which are already excluded from the provisions of this 
law. "These accessories, if ignited, can easilv be divested, and do not 
normally constitute an unusual fire hazard. Similarly, scarves are 
not ordinarily attached to or affixed to the wearer and can, therefore, 
be divested easily and rapidly, if necessary. We are convinced that 
no danger to the public would result from excluding also scarves made 
of plain-surface fabrics from the provisions of the Flammable Fabrics 
Act. 

So far as is known, the only scarves that would be affected by the 
proposed amendment would be the plain surface, lightweight silk 
scarves, usually those of 4-momme weight or lighter weight, which 
are imported principally from Japan. Spokesmen for American 
importers of, and dealers in, these silk scarves have stated that 
since July 1, 1954, when the Flammable Fabrics Act became effective, 
they have suffered serious financial damage, without any compensa- 
torv benefit to the public. It is estimated that $1,250,000 worth of 
such silk scarves have been accumulated in stock and cannot be sold 
under present law. For the smaller firms, this freezing of capital in 
inventory, and loss of sales, have seriously imperiled the solvency and 
survival of businesses which, in some cases, were established 50 years 
ago. Furthermore, thousands of dozens of silk scarves are now being 
tied up by customs because of the unpredictability of the results of 
burning tests prescribed by law. Many dealers, acting in good faith, 
have imported scarves which were deemed to be in conformity with 
the law, only to be informed that subsequent testing indicated a 
contrary result. (It is not unusual for scarves of the same weight, 
construction, and dye content to pass one test and fail another 
identical test.) In any event, the loss to the scarf industry occasioned 
by the storage of doubtful categories of scarves, and the delay at 
customs have proved to be extremely damaging, even though subse- 
quent testing proved that the imports were found to comply with 
the flammability tests prescribed in the law for safe fabrics. 

Reports on S. 1455 were received from the Department of State, 
the Federal Trade Commission, the Comptroller General, and the 
Department of Justice. They have no objections to the bill. These 
four reports are included in the appendix to this report. 


History OF FLAMMABLE FABRICS ACT 


The purpose of the Flammable Fabrics Act (Public Law 88, 83d 
Cong.) is to protect the public from the dangers surrounding the use in 
wearing apparel of highly flammable textiles of the type which have 
caused either bodily injury or death to numerous individuals. The 
act is limited in scope to wearing apparel and fabrics which are in- 
tended or sold for use in wearing apparel. It outlaws, for example, 
the introduction, movement, or sale in interstate commerce of highly 
flammable children’s cowboy playsuits, and the so-called torch sweaters 
or jackets which have caused serious injuries and death to a number 
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of innocent and unsuspecting individuals prior to enactment of the 
Flammable Fabrics Act. 

Bills to prohibit the transportation in interstate commerce of highly 
flammable fabrics and wearing apparel were introduced in the House 
beginning with the 79th Congress, Ist session (1945). In the 82d 
Congress, the Senate passed unanimously S. 2918. This bill was 
reported by the House Committee on Interstate and Foreign Com- 
merce on July 4, 1952. The House took no action on that bill prior 
to the adjournment of the Congress on July 7, 1952. 

In the 83d Congress, five similar flammable-fabric bills were intro- 
duced in the House, namely, H. R. 389, by Mr. Canfield, of New 
Jersey; H. R. 2768, by Mr. Wolverton, of New Jersey; H. R. 3851, 
by Mr. Canfield, of New Jersey; H. R. 4159, by Mr. Johnson of 
California; and H. R. 4500, by Mr. Williams of Mississippi. The 
principal object of all these bills was to prohibit the introduction or 
movement in interstate commerce of articles of wearing apparel, and 
fabrics for use in wearing apparel, which were so highly flammable 
as to be dangerous when worn by individuals. After extensive hear- 
ings and executive consideration of these bills, the then chairman of 
the committee, Mr. Wolverton, introduced a “clean” bill, H. R. 5069, 
at the direction of the committee. This bill was passed by the House 
unanimously on June 3, 1953, by the Senate on June 18, 1953, and 
was approved by the President on June 30, 1953 (Public Law 88, 
83d Cong.). This act took effect on July 1, 1954. 


1954 AMENDMENT TO FLAMMABLE FABRICS ACT (PUBLIC LAW 629, 83D 
CONG.) 


Shortly before the effective date of the Flammable Fabrics Act 
(July 1, 1954), representations were made to your committee to the 
effect. that certain sheer fabrics, such as organdies, tulles, and geor- 
gettes, which have been used with safety by the American consumer 
for many generations, failed by a very narrow margin to pass the 
4-second burning time prescribed in the law for nonhighly flammable 
textiles, and they were therefore banned in commerce. Your com- 
mittee was advised that the ban on such fabrics would have a very 
significant effect on the manufacturers and processors of these sheer 
fabrics, and would remove from the market very fine textiles used in 
the manufacture of women’s and children’s dresses which would be 
difficult to replace. 

In order to rectify this situation, your committee reported favorably 
S. 3379 (83d Cong.), which subsequently became Public Law 629, 
83d Congress, approved on August 23, 1954, following adoption of 
House amendments which eliminated the provision to exempt scarves 
made of plain surface fabrics. This law reduced the normal burning 
time for plain-surface fabrics, that is, fabrics free from nap, pile, 
tufting, flock, or other type of raised fiber surface, from 4 seconds to 
3% seconds. For the purposes of administering the Flammable 
Fabrics Act, therefore, the 3%-second burning time for plain-surface 
fabrics is adequate to classify such textiles as fabrics having normal 
flammability. 

The lowering of the burning time to 3% seconds for plain-surface 
fabrics, nevertheless, was not sufficient to accommodate certain light- 
weight silk scarves, which have equally been shown to be of no unusual 
hazard to wearers, and consequently of no danger to the public. 


741003^—21 S.Rept., $4-1, vol. 2—— 66 
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4 AMEND FLAMMABLE FABRICS ACT TO EXEMPT SCARVES 


The reported bill, S. 1455, would provide this urgently needed relief 
to importers of, and dealers in, silk scarves by reimserting in the act 
the same exemption amendment originally contained in S. 3379 
(83d Cong.) as reported by your committee and passed initially by the 
Senate, 

STANDARDS OF FLAMMABILITY 


The major problem in formulating legislation to control the use of 
dangerously flammable textiles is to discriminate between the conven- 
tional fabrics that present moderate and generally recognized hazards 
and the special types of fabrics which present unusual hazards and are 
highly dangerous. 

The rate of burning of a garment of other textile product depends 
upon the kind of fiber, the finishing materials present, the structure of 
the yarn and fabric, and such circumstances as the relative humidity. 
In general, wool textiles ignite and burn with difficulty, while cotton 
and rayon ignite and burn more readily. The major hazards arise 
from certain cotton or rayon fabrics having fuzzy or furlike surfaces 
which clash and burn with exceeding rapidity. Most synthetic 
textiles melt when heated and the molten material is capable of produc- 
ing serious burns on coming in contact with the skin. 

Section 4 of che Flammable Fabrics Act prescribes the standards of 
flammability. Commercial Standard 191-53, promulgated by the 
Secretary of Commerce effective January 30. 1953, preseribes the 
standards of flammability for clothing textiles, and Commercial 
Standard 192-53, promulgated by the Secretary of Commerce effective 
May 22, 1953, prescribes the standard of flammability for vinyl 
plastic film, 

COMMERCIAL STANDARD 191-53 


The flammability test provided in the Commercial Standard 191-53 
makes use of strips of fabric 2 by 6 inches in dimensions. These strips 
are washed, cleaned, and dried to a bone-dry condition in a prescribed 
manner. The test consists of measuring the burning time in seconds 
when the test strip is mounted in a specially designed apparatus, 
called a flammability tester, and a flame is applied in a prescribed 
mener. 

Three classes of flammability are prescribed in Commercial Stand- 
ard 191-53, as follows: Class 1, normal flammability; class 2, inter- 
mediate flammability; and class 3, rapid and intense burning. 


Textiles having "normal" flammability 


Textiles without nap, pile, tufting, flock, or other type of raised 
fiber surface are classified as class 1, normal flammability, when the 
time of flame spread is 4 seconds or more.' Napped, pile, tufted, 
flocked or other textiles having a raised fiber surface are classified as 
class 1, normal flammability, when the time of flame spread is more 
than 7 seconds, or when they burn with a rapid flash (from 0 to 7 
seconds), provided the intensity of the f'ame is so low as not to ignite 
or fuse the base fabric. 


! For the pur of-administering the Flamtahle Fabrics Act, Public Law 629, 3d. Cong., reduced the 


normal burning t for plain-surfaced fabrics. fretn 4-to 344 seconds. Such fabrics are, therefore, considered 
as having normal flammability. 
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Textiles having “intermediate” flammability 

Textiles which have a nap, pile, tufting, flock or other type of 
raised-fiber surface are classified as class 2, intermediate flammability 
when the time of flame spread is from 4 to 7 seconds, and the base 
fabric ignites or fuses. 


Textiles which are “rapid and intense burning” 


Textiles free from nap, pile, tufting, flock, or other type of raised- 
fiber surface are classified as class 3, rapid and intense burning, when 
the time of flame spread is less than 4 seconds.? Napped, pile, tufted, 
flocked or other textiles having a raised-fiber surface are classified as 
class 3, rapid and intense burning, when the time of flame spread is 
less than 4 seconds and when the intensity of flame is such as to ignite 
or fuse the base fabric. 

The Flammable Fabries Act prohibits the introduction or move- 
ment in interstate commerce of those fabrics which are classified as 
class 3, rapid and intense burning. 


COMMERCIAL STANDARD 192-53 


Commercial Standard 192-53 is the industry-approved standard 
with respect to vinyl plastic film. Such film is used in the’ manu- 
facture of various articles of wearing apparel such as raincoats, 
capes, hoods, pants, and aprons. The flammability test is prescribed 
in paragraph 3.11 of this standard. 


CHANGES IN ExisriNG Law 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill, as introduced, 
are shown as follows (new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


Section 2 (D) or THE FLAMMABLE FasBrics AcT 


DEFINITIONS 
Sec. 2. As used in this Act— 
x * * * c - > 


(d) The term “article of wearing apparel” means any costume or article of 
tlothing worn or intended to be worn b individuals except hats, gloves, scarves 
made of plain surface fabrics and footwear: Provided, however, That such hats do 
not constitute or form part of a covering for the neck, face, or shoulders when worn 
by individuals: Provided further, That such gloves are not more than fourteen 
inches in length and are not affixed to or do not form an integral part of another 
garment: And provided further, That such footwear does not consist of hosiery in 
whole or in part and is not affixed to or does not form an integral part of another 
garment. 


APPENDIX 


FEDERAL TRADE COMMISSION, 
Washington 25, Apri! 20, 1959. 
Hon. Warren G. MaGNUSON, ; 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

My Dear Mr. Cuatraman: This is in response to your letter of March 16, 1955, 
inviting comment by this agency upon 8. 1455, 84th Congress, 1st session, a bill 

? For the purpose of administering the Flammable Fabrics Act, Public Law 629, 83d Cong., provides 


that, in the case of plain-surfaced fabrics, the classification of *rapid and intense burning" shall apply to 
those fabrics where the time of flame spread is less than 334 seconds. 
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to amend the Flammable Fabries Act to exempt from its application scarves which 
do not present an unusual hazard. 

The bill would except ‘‘scarves made of plain surface-fabrics” from the provisions 
of the Flammable Fabrics Act. The term “plain-surface textile fabries” has been 
defined in rule 1 (a) (7) of the rules and regulations issued by the Commission 
pursuant to that act as meaning “any textile fabric which does not have an in- 
tentionally raised fiber or yarn surface such as a pile, nap, or tuft, but shall in- 
clude those fabrics having fancy woven, knitted or flock printed surfaces.” 

The express limitation of the exception to ‘“‘scarves made of plain-surface 
fabrics” will leave subject to the Act scarves made of so-called “torch” sweater 
materials and similar highly napped fabrics which have been proved dangerous. 
Generally speaking, scarves made of plain surface fabrics do not appear to present 
any unusual hazard to the wearer and the Commission is not aware of any casual- 
ties resulting from the ignition of such scarves, 

In the report of the House committee upon the bill which became the Flam- 
mable Fabrics Act, the purpose of the legislation was stated: ''* * * to protect 
the publie from the danger surrounding the use in wearing apparel of highly 
flammable textiles of the types which have caused either bodily injury or death 
to numerous individuals." The report further emphasized the problem of fixing 
upon a standard of flammability that would “discriminate between the conven- 
tional fabrics that present moderate and generally recognized hazards and the 
special types of fabrics which present unusual hazards and are highly dangerous.” 
It is, therefore, believed that the proposed amendment is in accord with the intent 
of the Congress as expressed in the report. 

The Commission has no information which would warrant objection to the 
proposed amendment. 

By direction of the Commission. 

Sincerely yours, 
Epwarp F. Howrey, Chairman. 


N. B.: Pursuant to regulations, this report was submitted to the Bureau of the 
Budget on April 20, 1955, and on that date the Commission was advised that there 
would be no objection to the submission of the report to the committee. 


Rospert M. Parrisn, Secretary. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, March 29, 1955. 
Hon. WARREN G. Maanvson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CuatrmMan: Reference is made to your letter, dated March 16, 1955, 
enclosing a copy of 8. 1455, 84th Congress, designed to exempt scarves which do 
not present an unusual hazard from the application of the Flammable Fabrics 
Act. You request any comments we may care to offer concerning this proposed 
legislation. 

The General Accounting Office has no information on this subject other than 
that contained in the legislative history on Public Law 629, 83d Chines. which 
discloses that this provision was contained in the original bill (S. 3379) but 
subsequently deleted. Accordingly, we have no comments to make concerning 
the enactment of S. 1455. 

Sincerely yours, 
JosePH CAMPBELL, 
Comptroller General of the United States. 


DEPARTMENT OF STATE, 
Washington, D. C., May 6, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


DEAR SenaTOR Macnuson: I refer to your letter of March 16, 1955, trans- 
mitting a copy of S. 1455, to which an interim acknowledgment was sent ọn 
March 18, 1955. S. 1455 would include ‘“‘scarves made of plain surface fabrics” 
among those articles exempted from the application of the Flammable Fabries Act. 

This Department understands that the exemption is being proposed in view 
of the opinion of industry experts that, since such scarves are ordinarily worn 
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as accessories, they do not cause an unusual hazard to their wearers. The Depart- 
ment is, therefore, gratified at the introduction of the bill and is pleased to 
recommend its enactment, since it believes that legislation designed for safety 
or the protection of health should not be used as a barrier to trade in other 
commodities. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF JUSTICE, 
Washington, D. C., May 27, 1955. 
Hon. Warren G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator: This is in response to your request for the views of the Depart- 
ment of Justice concerning the bill (S. 1455) to amend the Fiammable Fabrics 
Act to exempt from its application scarves which do not present an unusual 
hazard. 

The Flammable Fabrics Act (15 U. S. C. 1191 et seq.) generally prohibits the 
sale or transportation in interstate commerce of articles of wearing apparel which 
are sọ highly flammable as to be dangerous when worn. The act covers all 
articles of clothing except hats, gloves, and footwear. The bill would amend 
the act so as to also exempt ‘“‘scarves made of plain surface fabrics” from the effect 
of the statute. 

Whether the bill should be enacted involves a question of policy concerning 
which this Department prefers to make no recommendation. If the measure 
should receive favorable consideration, however, the committee might wish to 
amend it to include a definition of the term “plain surface fabrics.” 

'The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely, 
Witiiam P. ROGERS, 
Deputy Attorney General. 


O 





SaIvuaIt NYDIHOMWW 40 ALISHIAING 





Calendar No. 1229 


S4TH CONGRESS l SENATE REPORT 
18t Session No. 1214 


ELIMINATING SEPARATE DIVISIONS AND REDUCING 
NUMBER OF PLACES OF HOLDING REGULAR TERMS CF 
COURT IN NEBRASKA 


JuLx 28, 1055.— Ordered to be printed 


Mr. KiaonEg, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To accompany S, 1512] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1512) to amend section 107 of title 28 of the United States Code 
so as to eliminate separate divisions and reduce the number of places 
of holding regular terms of the United States District Court for the 
District of Nebraska, having considered the same, reports favorabl 
—* with an amendment and recommends that the bill, as dur 

o pass. 


AMENDMENT 


On page 1, line 10, strike “July 1, 1955.” and insert in lieu thereof 
“January 1, 1956.”. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to eliminate 
separate divisions and reduce the number of places of holding regular 
terms of the United States District Court for the District of Nebraska. 
It would abolish the presently existing 8 divisions and provide that 
Nebraska shall constitute 1 judicial district, with court to be held at 
Lincoln, North Platte, and Omaha. Section 2 of the bill, as amended 
provides that the amendment made by the first section thereof shall 
take effect on January 1, 1956. 
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REGULAR TERMS OF COURT IN NEBRASKA 


STATEMENT 


At the present time, Nebraska constitutes 1 judicial district, com- 
prising 8 divisions, as follows: The Chadron division, with court 
held at Chadron; the Grand Island division, with court held at Grand 
Island; the Hastings division, with court held at Hastings; the Lincoln 
division, with court held at Lincoln; the McCook division, with court 
held at McCook; the Norfolk division, with: court. held. at. Norfolk ; 
the North Platte division, with court held at North Platte, and the 
Omaha division, with court held at Omaha. This proposed legislation 
would abolish the eight divisions hereinbefore set forth and assign 
the places for holding court at Lincoln, North: Platte, and Omaha. 
This would result in a reduction of five places for holding court in 
the State. 

Hearings were held before a subcommittee of the Committee on the 
Judiciary on S. 1512, along with other bills relating to the Federal 
judiciary, and the testimony on this proposal has been given careful 
consideration by the subcommittee. Opposition was filed to this 
measure by the Grand Island Chamber of Commerce; the Sixteenth 
Judicial Bar Association of Nebraska; the Dawes County Bar As- 
sociation; the Hastings Chamber of Commerce, and the Hall County 
Bar Association. This Opposition generally was directed to the 
particular division which would affect the organizations resident 
within that division. It has heen the general policy of the Judicial 
Conference of the United States, in the interest of economy and 
dispatch of business, to reduce or consolidate districts and divisions 
wherever possible. he hearings indicated that the Administrative 
Office of the United States Courts, in forwarding the approval of this 

roposal, in effect endorsed the action of the Judicial Council of the 
dighth Circuit. The Judicial Council of the Eighth Circuit, on Ma 
7, 1955, unanimously approved the provisions contained in this bill. 
The hearing on this matter was at length and an overall review thereof 
indicated that this proposal contained merit. It should be noted at 
this point that if the judge finds that circumstances require, he may 
nevertheless still hold court at various places throughout the State, 
without the necessity of divisions. 

The hearings further indicated that the maintenance of a rigid 
divisional structure is cumbersome and expensive, In civil matters, 
one of the principal difficulties is that of multiplicity of records. It 
was further pointed out that under the present criminal practice in 
Federal courts, divisional structure is a real barrier for the proper 
expedition of courtwork. A very large percentage of all criminal 
prosecutions in Federal courts now come about through the tradi- 
tional indietment after instruction of the defendant in his rights and 
consent to prosecution by information. Where a district has been 
subdivided into rigid divisions, the practical handling of criminal 
matters becomes extremely difficult and time-consuming, due to the 
necessity for transfer of cases between the divisions. 

In the light of the evidence presented, it appears that there are 
too many divisions in the State of Nebraska and it is believed that no 
hardship would result by reason of the abolishment of the division 
system within the District of Nebraska. The committee, therefore, 
recommends that the bill, S. 1512, as amended, be considered favor- 


ably. 
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Attached hereto and made a part hereof is a letter from the Admin- 
istrative Office of the United States Courts dated May 12, 1955, to 
Hon. Harley M. Kilgore, chairman of the Committee on the Judiciary, 
United States Senate. 


ADMINISTRATIVE OFFICE OF THE UNrrED STATES Courts, 
Washington, D. C., May 12, 1955. 
Hon. HarLEY M. KILGORE, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


DEAR SENATOR KILGORE: Supplementing my letter of April 11, 1955, concern- 
ing a bill about which you had inquired to do away with statutory divisions in 
the district of Nebraska and eliminate all places of holding terms of the district 
court for that district except Lincoln, North Platte, and Omaha (S. 1512), I am 
now informed of the position of the judieial council of the eighth circuit, and also 
of the two district judges of the district of Nebraska. 

Writing me on May 10, 1955, Judge Gardner, presiding judge of the Court of 
Appeals for the Eighth Circuit and as such chairman of the judicial council, has 
informed me that the matter was laid by him before the judicial council on May 7, 
= and that after discussion the council unanimously approved the pending 

ill. 

The measure is also approved by both judges of the District Court for the 
Distriet of Nebraska. Chief Judge J. A. Donohoe in a letter to Judge Gardner 
wrote in part as follows: 

+ * * * x * ` 


**Y ou may be assured that this proposed change meets with our entire approval. 
As a matter of fact, this is an attempt to do away with the tremendous cost of 
holding court in these outlying divisions necessitated under the so-called Norris 
bill, which in effect required the presence of the judge in each division, ordinarily 
with his supporting personnel, to open the term, call the dockets, whether there 
was any business to transact or not. and making it necessary and mandatory on 
the judges to be in the division in order to enter the order, if any, while present 
in the district in the division. 

* » + * * * * 


“As a matter of fact, I am fully convinced that if this law is passed, it will 
step up the time required to dispose of the business out of State and will save 
the Government in the neighborhood of $25,000 a year in the reserved space in 
the Federal buildings. In addition to that, it will save the expense of traveling 
incurred by the judge and supporting personnel, and subsistence.” 

Judge John W. Delehant in a letter to Judge Gardner expressed his position in 
part as follows: 

* * * * . ` * 


“On my own part, I approve altogether the bills which are now pending. 
They reflect & realistic understanding of the Nebraska district as it now stands 
and propose a correction which is long overdue. 

“The present divisional structure in Nebraska is some 50 years old and is the 
result of a combination of political logrolling in favor of communities on the one 
hand, and of the railroad pattern of Nebraska at a time when travel to the Federal 
courts was accomplished largely by rail. A glance at a map of Nebraska with the 
outlines of our divisions superimposed upon it will at once disclose the latter in- 
fluence. 

“The relationship of the railroads to the places of holding court is completely 
out of date. It almost never happens that an attorney, witness. or party to 
litigation, or any of the court personnel will travel to one of our sessions by rail. 
Such travel is accomplished almost altogether either by private passenger car or 
motorbus. 

“There is no longer any real justification for holding Federal court sessions at 
eight places in Nebraska. An argument might be made for the retention of Grand 
Island as a court site. And I should not personally dissent from that. But the 
retention of the other four places cannot be justified on any reasonable ground. 

“Besides the excessive number of court seats, the clumsiness of the divisional 
structure should be eliminated and, as in Kansas, the district should be a single 
entity with prescribed places for the holding of court. Then by standing rule, 
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4 REGULAR TERMS OF COURT IN NEBRASKA 


we could manage the calendaring of cases for trial or other disposition on a well- 
considered basis. Again, we would probably follow the rule applicable in Kansas 
on this subject. 
With kind regards, I am, 
Sincerely yours, 
Henry P. CHANDLER. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

Tite 28, UNITED STATES CODE—JUDICIARY AND JUDICIAL PROCEDURE 


§ 107. NEBRASKA. 

Nebraska constitutes one judicial district [comprising eight divisions]. 

[(1) The Chadron Division comprises the counties of Box Butte, Cherry, 
Dawes, Sheridan, and Sioux.] 2 

Court for the Chadron Division shall be held at Chadron. J 

(2) The Grand Island Division comprises the counties of Blaine, Buffalo, 
Custer, Garfield, Grant, Greeley, Hall, Hooker, Howard, Loup, Merrick, Sherman, 
'Thomas, and Valley.] 

Court for the Grand Island Division shall be held at Grand Island. ] 

Es The Hastings Division comprises the counties of Adams, Clay, Franklin, 
Harlan, Kearney, Nuckolls, Phelps, and Webster. J 

Court for the Hastings Division shall be held at Hastings. J] 

(4) The Lineoln Division comprises the counties of Butler, Cass, Fillmore, 
Gage, Hamilton, Jefferson, Johnson, Lancaster, Nemaha, Otoe, Pawnee, Polk, 
Richardson, Saline, Saunders, Seward, Thayer, and York. 

Court for the Lincoln Division shall be held at Lincoln, 

(5) The McCook Division comprises the counties of Chase, Dundy, Frontier, 
Furnas, Gosper, Hayes, Hitchcock, Perkins, and Redwillow.] 

Court for the MeCook Division shall be held at McCook.] 

(6) The Norfolk Division comprises the counties of Antelope, Boyd, Brown, 
Holt, Keva Paha. Knox, Madison, Pierce, Rock, Stanton, and Wayne.] 

Court for the Norfolk Division shall be held at Norfolk.] 

(7) The North Platte Division comprises the counties of Arthur, Banner, 
Cheyenne, Dawson, Deuel, Garden, Keith, Kimball, Lincoln, Logan, McPherson, 
Morrill, and Scotts Bluff. 

Court for the North Platte Division shall be held at North Platte. J] 

(8) The Omaha Division comprises the counties of Boone, Burt, Cedar, Col- 
fax, Cuming, Dakota, Dixon, Dodge, Douglas, Nance, Platte, Sarpy, Thurston, 
Washington, and Wheeler. J 

[Court for the Omaha Division shall be held at Omaha. J] 


Court shall be held at Lincoln, North Platte, and Omaha. 


O 
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84TH CONGRESS t SENATE j REPORT 
1st Session No. 1215 


CITY OF ELKINS, W. VA. 
JULY 28, 1955.—Ordered to be printed 


Mr. KireonE, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 2182] 


The Committee on the Judiciary, to which was referred the bill 
(S. 2182) for the relief of the city of Elkins, W. Va., having considered 
the same, reports favorably thereon with an amendment and recom- 
mends that the biil, as amended, do pass. 


AMENDMENT 
Page 2, line 1, strike out all of section 2. 
PURPOSE OF AMENDMENT 


Favorable consideration of this legislation renders section 2 of the 
bill surplusage. 
PURPOSE 


The purpose of the proposed legislation, as amended, is to relieve 
the city of Elkins, W. Va., of all liability to repay to the United States 
the sum of $75,000 (plus any interest which may have accrued there- 
on), which amount represents a loan made to such city by the United 
States on April 5, 1943, through the Reconstruction Finance Cor- 
poration. The bill further provides that in the settlement of. the 
accounts by a certifying or disbursing officer of the United States, 
full credit shall be given for all amounts for which liability is relieved 
by this act. 


STATEMENT 


This bill was the subject of hearings before a subcommittee of the 
Committee on the Judiciary on July 23, 1955. Various members of 
the Airport Advisory Commission of the City of Elkins; the mayor of 
the city of Elkins; the city attorney of Elkins, and the Deputy Assist- 
ant Secretary of the Air Force were heard. 

. 55006 
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2 CITY OF ELKINS, W. VA. 


The evidence indicated that Elkins, W. Va., is a city with & *5 
tion of approximately 9,500. "The airport, the subject matter of this 
bill, is located in that city. It appears that under a program of the 
Civil Aeronautics Administration, the city of Elkins was to provide 
the land and the United States Government was to pay the cost of 
constructing an airport. The city of Elkins applied to the Recon- 
struction Finance Corporation for a loan of $75,000 for the purpose 
of purchasing the necessary land. On April 5, 1943, the RFC author- 
ized a loan of $75,000, and on July 20, 1944, the RFC purchased 4 
percent airport revenue bonds of the city in the amount of $75,000 to 
evidence the loan. Since this date the city has paid $16,600 on 
account of interest, but has not been able to and has made no payments 
on the principal. It would appear that at this time the city bas de- 
faulted on bonds aggregating $22,000 and in interest amounting to 
$19,400. There are also outstanding unmatured bonds in the amount 
of $53,000, making a total indebtedness on the transaction of $94,400. 
In addition, there is now pending in the United States District Court 
for the Northern District of West Virginia a suit by the RFC against 
the city of Elkins, praving, among other things, for judgment acainst 
the city in the amount of the defaulted bonds and interest. 

The evidence further discloses that this airport was built during 
wartime, in furtherance of a program of the Civil Aeronautics Adminis- 
tration applicable to the entire country. The evidence indicates that 
the Government was the moving party in the expanding of this airport 
as a link in what was deemed necessary in the interest of national 
defense. A statement, which represents a typical and average period 
of operation of this airport from December 1954 to June 1955, sub- 
mitted by Stanley K. Armentrout, manager of the Elkins Munic ipal 
Airport, is as follows: 

A tota’ of 9,842 aircraft contacted the CAA facilities at the Elkins Airport, 729 
representing scheduled airline aircraft, 2,800 civilian or of commercial and private 
type aircraft, 6,313 military aircraft. The number of scheduled airline aircraft 
represen‘ing a small percentage of all scheduled airline traffic passing over Elkins, 
possibly 2 or 3 percent. The number of civilian or commercial and private aircraft 
representing one-fourth of all civilian or commercial and private aircraft passing over 
Elkins. The number of military aircraft representing two-thirds of all military 
aircraft passing over Elkins. These figures are actual for a given period (from 
Decemt?r to June 1955) and as indicated previously represent a typical 6 months’ 
period cf operation. Therefore, to obtain the same information for 1 year's oper:- 
tion simply double the figures herein submitted. 

Forty-five distress calls were received in addition and in relation with the above 
operation (30 esiimated due to equipment failure on board, the remainder due to 
unfavorable weather). This is covering the same 6 months’ period. 

Sixty actual landings and takeoffs are recorded in the private aircraft register 
at the manager’s office at the airport (this represents private foreign aircraft 
entirely, since American Airline flights are not ordinarily recorded; and neither 
are local fligh;s recorded). This is one month's operation, July, and may be 
considered a typical given period of time. 

American Ai lies flights have been able to use the airport to a much better 
advantage due tc. the removal of the hill on runway No. 22 north, and a marked 
improvement cf service has been indicated over the past year. 


Due to the topography of the land in this part of West Virginia, 
the value of this airport is special in its character. It is located ‘amid 
the mountains and has become a central place for certain training 
maneuvers for she Air Force as well as headquarters for rescue meas- 
ures throughout the adjoining area. In setting forth its opposition to 
this legislation, the report of the Treasury Department and its 
accompanying memprandum indicate that the RFC has made loans 
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to other public agencies in the several States, aggregating several 
hundred million dollars, and the bonds evidencing a large number of 
these loans have been sold to private insurance companies and other 
private investors, some at à premium. It is stated that C. A. A. has 
had contracts with approximately 300 municipalities throughout the 
country similar to the contract with the city of Elkins. It is further 
stated that if the bill is enacted into law it may encourage other public 
agencies whose bonds are still held by RFC to ask Congress for similar 
relief, and thus adversely affect the sale of such securities. 

The committee is aware of these facts. The testimony is to the 
effeet, however, that the city of Elkins cannot pay this indebtedness. 
Under the ordinance passed by the city of Elkins, the payments were 
to come from the net income of the airport, and the receipts, after 
operating expenses have been deducted, are not sufficient to accom- 
modate the liability imposed upon the city in reference to this airport. 

It is doubtful that the RFC can collect its debt through any other 
source than the net income as provided in these revenue bonds. 

The income of this airport is derived mainly from American Airlines 
and from private planes operating in and from the airport. In the 
action instituted by the RFC against the city of Elkins it is alleged 
that the rates should be higher, so that some surplus would be avail- 
able to apply toward the bonded indebtedness and the interest thereon. 
In this connection, it was testified to that American Airlines in its 
yearly operation to Elkins, W. Va., did so at a loss of $75,000 a year, 
but would maintain such service provided matters remained in a 
status quo. At this point it is to be noted that any planes connected 
with the Government, any manuevers by the Government, or any 
training program operated from this field are free of charge, so that 
any plane or planes using the field belonging to the United States 
Government at this time make no contribution to the receipts of the 
airport, other than what may be gained from the sale of gasoline. It 
is understood that governmental use of this airport is extensive. 

The position of the Air Force in this matter does not concern itself 
with the finances involved. On the other hand, the Air Force is eager to 
encourage and support. any extension of aviation facilities that are appro- 
priate and sound. The statement of the Deputy Assistant Secretary 
of the Air Force indicates that the Elkins Municipal Airport is an 
excellent one and represents the expenditure of a gread deal of money, 
and while it cannot be claimed that it is essential to national defense 
at this moment, it is reasonable to believe that if it was so important 
as to require its construction during World War II, a future emergency, 
particularly of the sudden all-out destructive type, which has been 
anticipated, would be just as likely to require this facility as was the 
case 10 years ago. His statement further contends that the rugged 
terrain in West Virginia makes adequate airports almost a necessity, 
either for direct defense or as auxiliary emergency support, stating 
that it is just as important to have adequate airports across the Appa- 
lachian and Allegheny Mountains as it is to have bridges across the 
Mississippi and Ohio Rivers. In pointing out the value of this airport 
in an emergency, the Deputy Assistant Secretary of the Air Force 
stated that he did not think this could be better expressed than by the 
recent editorial in the Elkins Inter-Mountain, printed about 3 months 
ago, or about April 22, 1955. This editorial relates to the usefulness 
of the airport to the Operation Minuteman, the National Guard 
mobilization exercises which were held at that time. The editorial 
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states that the airport was the first c#j;jderation in setting up the 
local phase of Operation Minuteman, and iy importance of the airport 
in time of disaster never was better demo 7] ted. 

The editorial continues: 7 

This newspaper has often pointed to the availability ; Elkins Airport for 
emergencies, * * * It offers a haven for persons who m pe day be driven 
from their homes in large centers of population by attaeks enemy or even 
disasters not resulting from war. J 

The Depuiy Assistant Secretary of the Air Force, i' one his 
written statement, commented as follows: : 

As I stated in the beginning, I am not in a position to suggest: ipl e form or the 
extent of the financial relief which should be extended to the city cC Elk. I ean 
testify that the Air Force would very much regret to see an sirpor* of- this value 
and capacity closed down and become unavailable for emergeney;use. — : 

In a later portion of the hearing he testified that, in ^is epinion, 
the loss of this airport would be distinct and substantiàl, und: r all of 
the circumstances. 

There can be no doubt, as indicated by the hearings, that ‘he city 
of Elkins does not have any defense, from a legal standpoint [to the 
suit instituted by the RFC. It is also true that manv ether’ gnunici- 
palities have been benefited by the same program as was the'jcity of 
Elkins and in some instances, as in the case of the city "p^ ‘kins, 
overextended themselves. i 

The sole question in this case then is, should the Cong: "3 as a 
matter of general welfare, relieve the city of Elkins from its fry sponsi- 
bility? It would appear from all the facts that this airport ys unique 
in its characteristics and has acquired potentialities that rake it a 
substantial contribution to the Nation in the event of an emergency. 
There is no question in the mind of the committee that this: airvort is 
necessary to effective air travel, both civilian and military, v re aside 
the region it serves. It is also apparent from the testimony hat, aside 
from lives saved, perhaps many times the money owed by the sity of 
Elkins has also been saved by the facility of its airport. Thi com- 
mittee does not desire and does not consider any action ta¥en ‘in this 
instance to be a precedent for similar action in other cases." As to the 
airport in the city of Elkins, W. Va., the committee is of the opinion 
that the good which will come from relieving the city of Elkinsof its 
liability to pay the United States Government the amount it owes 
will be far outweighed by its contribution to aviation generally, bith 
civilian and military. The committee does not believe that this .air- 
port should be placed in jeopardy because of the inability of the cig) 
of Elkins to repay the Government this loan. The committee concurs 
in the views expressed by the Air Force and further believes that the: 
only way this airport may be successfully operated is to relieve the; 
citv of Elkins from its original obligation. f 

In the light of what the committee views to be the best. interests 
of the country, both as to civilian and military aviation, and for the 
prrpose stated of relieving the city of Elkins from its legal liability, 
it recommends that this legislation, as amended, be considered 
favorably. 

Attached hereto and made a part hereof are the report and memo- 
randum from the Department of the Treasury, and the statement of 
the Deputy Assistant Secretary, United States Air Force, herein be- 
fore referred to. 
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TREASURY DEPARTMENT, 
Washington, July 22, 1956. 


Hon. HanriEy M. KiraonE, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Drar Mr. CnatrMan: Reference is made to your letter dated June 15, 
1955, requesting this Department's views regarding S. 2182, for the relief of the city 
of Elkins, W, Va. The bill would relieve the city of E Ikins of all liability to repay 
the loan (and interest thereon) which it had received from Reconstruction Finance 
Corporation. The bill also contains a specific provision which would deprive 
Federal courts of jurisdiction to entertain a suit against the city of Elkins to 
enforce payment of this loan. Since there is now pending in the United States 
District Court for the Northern District of West Virginia a suit by RFC for 
judgment against the city in the amount of the defaulted bonds and interest, this 
provision would deprive this court of jurisdiction to proceed with the suit. 

Under a program of Civil Aeronautics Administration, the city of Elkins was to 
provide the land and the United States Government was to pay the cost of con- 
structing an airport. The city of Elkins applied to RFC for a loan of $75,000 for 
the purpose of purchasing the necessary land. On April 5, 1943. RFC authorized 
a loan of $75,000 and on July 20, 1944, RFC purchased 4 percent airport revenue 
bonds of the city in the amount of $75,000 to evidence the loan. Since the date 
of disbursement the city has paid $16,600 on account of interest but has made no 
princip+! payments. At this time the city has defaulted on bonds aggregating 
$22,000 and in interest amounting to $19,400. Outstanding also are unmatured 
bonds in the amount of $53,000. 

The Treasury Department opposes enactment of this bill for the following 
reasons: (D) it would establish a highly undesirable precedent not only with 
respect to CA A's airport program and RFC's portfolio of publie agency securities 
but also from the standpoint of interfering with the established and usual judicial 
processes and (2) by adversely affecting the marketability of other bond issues 
held by RFC, it would interfere with the carrving out of the congressional mandate 
in the Reconstruction Finance Corporation Liquidation Act to liquidate the 
assets and wind up the affairs of RFC “as expeditiously as possible” Our 
reasons for opposing this legislation are set forth in greater detail in the attached 
memorandum, 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your Committee. 

Very truly yours, 
LAURENCE B. ROBBINS, 
Acting Secretary of the Treasury. 


MEMonaNDUM Re S. 2182, FOR THE RELIEF oF THE Ciry or Exkins, W. Va 


Pursuant to the act of Congress authorizing RFC to make loans to public 
agencies of States, RFC on April 5, 1943, authorized a loan of $75,000 to the 
city of Elkins, W. Va., to enable the city to purchase certain land for an airport 
Under a program of Civil Aeronauties Administration, the city was to provide 
the land and the Government was to pay the cost of constructing the airport. 
On July 20, 1944, RFC purchased 4 percent airport revenue bonds of the city in 
the principal amount of $75,000 to evidence its loan. Said bonds were scheduled 
to mature serially on May 1 of each of the years 1945 to 1973, inclusive. Since 
the date of disbursement of the loan, the city has paid $16,600 on interest, but 
has made no principal payments. As of May 1, 1955, the city is indebted to 
RFC as follows: 


yaad? bone io os a i eek ekki So aaia aia G 
Defaulted bonds 22, 000 
Defaulted interest 19, 400 


94, 400 


There is now pending in the United States District Court for the Northern 
District of West Virginia a suit by RFC against the city of Elkins, W. Va., pray- 
ing, among other things, for judgment against the city in the amount of the 
defaulted bonds and interest. 

S. 2182 would relieve the city of Elkins, W. Va., from all liability to repay the 
loan and the interest accrued thereon. The bill would also deprive Federal 
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courts of jurisdiction to maintain any suit against the city for enforcement of the 
joan made by RFC. 

RFC had no authority to make a grant to a municipality, and S. 2182 would, 
in effect, result in RFC's having made a grant to the city of Elkins. 

RFC has made loans to other publie agencies in the several States, aggregating 
several hundred million dollars, and the bonds evidencing a large number of these 
loans have been sold to insurance companies and other private investors, some at 
a premium. The bonds evidencing the balance of such loans which have not been 
paid and retired and which have not been sold to private investors are held in 
the portfolio of RFC, and principal and interest payments thereon are being 
collected as and when due. To our knowledge, no other public agency has had 
legislation such as S. 2182 introduced for its benefit. 

We are informed by CAA that it had contracts with approximately 300 munici- 
palities throughout the country similar to its contract with the city of Elkins 
whereby the cities were to furnish land for the airports, and in none of such 
instances did the Government have to pay for the land as well as to pay the cost 
of the construction of the airport. If the bill, S. 2182, be enacted into law, it may 
encourage other public agencies whose bonds are still held bv RFC to ask Congress 
for similar relief, and thus adversely affect the sale of such securities. Certainly, 
this bill is special legislation and discriminatory in that other public agencies have 
been required to repay loans made to them by RFC; and other municipalities 
which have entered into contracts with CAA similar to the contract with the city 
of Elkins have been required to pay for the land. 

Moreover, favorable consideration of legislation of this type would seriously 
impair the marketability of similar securities presently held by RFC and would 
therefore interfere with the carrying out of the congressional mandate contained 
in the Reconstruction Finance Corporation Liquidation Act to liquidate the assets 
and wind up the affairs of RFC “as expeditiously as possible. 4 

It is our considered opinion that section 2 of S. 2182— "Prior to June 1, 1956, 
no Federal court shall have jurisdiction to hear any claim against the city of 
Elkins based on the liability from which such city is relieved by the first section 
of this act."-—is unnecessary, because if Congress should see fit to pass a Lil 
relieving the city of Elkins of all liability to repay the $75,000 loan, plus any 
interest which may have accrued thereon, RFC would immediately dismiss the 
pending suit. More important, however, from the standpoint of sound and orderly 
Government it seems highly undesirable for legislation to interfere with the 
established and usual judicial processes by depriving a court of authority to 
proceed with a suit already pending. In addition, it should be pointed out that 
the mere pendency of this bill could adversely affect the obtaining of a | rompt 
hearing and decision in the pending suit by RFC against the city of Elkins tj. puse 
the court may wish to wait until the bill is acted on ! 

For the reasons above mentioned we recommend against enactment et ihis bill. 


STATEMENT OoF BnAbpLEY D. NaAsH 
Deputy Assistant Secretary, U.S. Arr Force 


My name is Bradley Nash, and my. position is Deputy Assistant Secretary, 
United States Air Force. My responsibilities are particularly in tle field of 
civil aviation, related to the commercial airlines, public and private airports, 
and the other aspects of aviation which relate to civil air activities. I have been 
requested by this committee to comment upon the proposed legislation to free 
the city of Elkins, W. Va., from certain financial obligations having to do with the 
Elkins Municipal Airport. 

The Air Force is limited in its interest in the financial aspects of this matter. 
It would not be proper to express opinions as to the right or wrong of the economic 
and financial consequences of this legislation as it relates to Government policy. 

On the other hand, the Air Force is eager to encourage and support any exten- 
sion of aviation facilities that are appropriate and sound. The Elkins Municipal 
Airport is an excellent one and represents the expenditure of a great deal of money. 
The Air Force cannot claim that it is essential to national defense at this moment. 
On the other hand, it is reasonable to believe that if it was so important as to 
require its construction by the Government during World War II, a future emer- 
gency, particularly of the sudden all-out destructive type, which has been anti- 
cipated, would be just as likely to require this facility as was the case 10 years ago. 
The rugged terrain in West Virginia makes adequate airports almost a necessity, 
either for direct defense or as auxiliary emergency support. It is just as important 
to my mind to have adequate airports across the Appalachian and Allegheny 
Mountains, as it is to have bridges across the Mississippi and Ohio Rivers. 
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The Elkins c-r Airport now is served by regular scheduled flights of 
A'nerican Airlines. is daily service gives excellent connections with Washintgon 
as well as the west. 

Xinally, I would like to point out the value of this airport in an emergency. I 
do hot think that this can be better expressed than by the recent editorial in the 
Elkins Inter-Mountain, printed just 3 months ago on April 22. This editorial 
relates the usefulness of the airport to the Operation Minuteman, the National 
Guard mobilization exercises which were held 2 days before the editorial was 
printed. The editorial states that the airport “was the first consideration in 
seiting up the local phase of Operation Minuteman, and the importance of the 
siport in time of disaster never was better demonstrated. 

This newspaper has often pointed to the availability of the Elkins Airport for 
emtrgencies * * *, It offers a haven for persons who may some day be driven 
froin their homes in large centers of population by attacks by an enemy or even 

, , disasters not resulting from war." 

;" As I stated in the beginning, I am not in a position to suggest the form or the 

' rjextent of the financial relief which should be extended to the city of Elkins. I 

i wan testify that the Air Force would very much regret to see an airport of this 
value and capacity close down and become unavailable for emergency use. 


© 
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84TH CONGRESS SENATE { REPORT 
1st Session No. 1218 


MINIMUM 1956 RICE ACREAGE ALLOTMENT 


Jury 28, 1955.—Ordered to be printed 


Mr. ErnENpER. ro" the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany 8. 2511] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 2511) to &mend the Agricultural Adjustment Act of 1938, as 
amended, having considered the same, report thereon with a recom- 
mendation that it do pass with amendments. 


This bill, with the committee amendments, would prevent an exces- 
sive reduction in the national rice acreage allotment for 1956, by pro- 
viding for a minimum allotment for 1956 equal to 85 percent of the 
1955 allotment. 

For the first time in many years there has been during the present 
marketing year a substantial carryover of rice. This supply situation 
caused a cut of approximately 22.7 percent in the rice acreage allot- 
ment for 1955, compared to the 1954 acreage. There is reason to 
believe that the unusually large carryover of rice is a temporary situa- 
tion, but the Department of Agriculture estimates that without this 
legislation the 1956 allotment might be cut as much as 25 percent 
below the 1955 allotment, with considerable hardship to producers. 
A combination of several good crop years and smaller than anticipated 
exports has contributed to the present situation. 

While rice is not grown extensively throughout the United States, 
it is a major crop and in the regions where it is produced it is grown 
intensively, so that whole communities in such areas depend for their 
economic existence upon this crop. 

It is anticipated that there will be a substantial increase in rice 
exports under the programs of sale abroad for foreign currency 
authorized by Public Law 480, 83d Congress. The rice marketing 
quota law requires, however, that the Secretary of Agriculture shall 
establish the national acreage allotment for rice not later than De- 
cember 31 of each calendar year. Even though exports under Public 
Law 480 should remove virtually all the surplus of rice, it is unlikely 
that this movement would take place to a sufficient extent before the 
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Secretary makes his determination to; be reflected in the 1956 allot- 
merits. o7 

Hf the Secretary should be required to-determine rice allotments for 
1956 solely on the basis of present figures, it is estimated that the allot- 
ment for 1956 would be approximately 59 percent of the 1954 acreage. 
This would obviously present an impossible economic situation to the 
areas which depend largely upon rice for their income and would be 
grossly unfair in view of the probability of expanded rice exports 
which will, in fact, reduce substantially the existing surplus. 

The committee amendments would correct an error in the reference 
to the law being amended, insert necessary punctuation, and make the 
minimum 1956 allotment 85, rather than 75, percent of the 1955 allot- 
ment, since your committee felt that a 25-percent reduction following 
the 22.7-percent reduction this year would have too serious an impact 
on producers 

DEPARTMENTAL VIEWS 


Because of the need for action before Congress adjourns and the 
time element involved, there was not an opportunity to obtain a 
formal written report from the Department of Agriculture on this bill. 
However, à spokesman for the Department appeared before the com- 
mittee and testified in favor of the bill as amended by the committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT AcT or 1938, As AMENDED 


* * * * * * * 


Sec, 352. The national! acreage allotment of rice for any calendar year shall be 
that acreage which the Secretary determines will, on the basis of the national 
average yield of rice for the five calendar years immediately preceding the calendar 
year for which such national average yield is determined, produce an amount of 
rice adequate, together with the estimated carryover from the marketing year 
ending in such calendar year, to make available a supply for the marketing year 
commencing in such calendar year not less than the normal supply: Provided, how- 
ever, That for 1956 no national acreage allotment shall be established which is less than 
85 per centum of the final ailolmeni estabiished for the immediately preceding year. 
Such national acreage allotment shall be proclaimed not later than December 31 
of each year. O 
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Mr. Monroney, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1853] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1853), to amend the Natural Gas Act, as amended, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass. 

Extensive hearings were held over a period of several weeks on S, 
1853 and other bills relative to changes in the Natural Gas Act. 
Several amendments to the original bill were accepted by your com- 
mittee. "These amendments were designed, in all cases, to more 
adequately protect consumers against unjustified increases in the 
price of gas. Similarly, changes were made in the original House 
bills dealing with this problem and the House committee reported a 
clean bill (H. R. 6645) containing provisions identical to the amend- 
ments adopted by your committee, except for the addition by your 
committee of one clarifying sentence at the end of subsection (e) of 
section 3 reading as follows: 

No provision of any such contract shall be construed to authorize its cancella- 
tion because of the enactment of this subsection or subsections (d) or (f). 

In submitting this report, your committee subscribes to the views 
expressed by the majority report of the House Interstate and Foreign 
Commerce Committee, which is set forth in appendix I. In addition 
to the views expressed in the House majority report, your committee 
submits the following: 


STATEMENT OF THE PURPOSES OF THE BILL 


S. 1853, as amended, would exempt independent producers and 
gatherers (hereinafter referred to as producers) of natural gas from 
strict public utility regulation under the Natural Gas Act as inter- 
preted by the Supreme Court in the case of Phillips Petroleum 
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Company v. Wisconsin (347 U. S. 672). With the exceptions herein- 
after noted, the bill would write the law for the future as it had been 

enerally believed to be for 16 years prior to the Supreme Court’s 
Sesion in the Phillips case. (The majority and dissenting opinions 
in the Phillips case are printed in the appendix of this report.) 

In the pubis interest, and especially for the protection of gas con- 
sumers against excessive gas-price increases, the bill provides certain 
practical prohibitions and regulations without destroying the incen- 
tives in a heretofore unregulated industry. 

The Phillips decision holds that the production of natural gas is 
charged with a public interest and is therefore subject to regulation as 
to service rendered and price charged. The bill would remove the 
authority of the Federal Power Commission to exercise this type of 
public utility regulation over such a producer. However, the pro- 
ducer is prohibited from requiring the natural-gas company to pay, 
because of certain escalation clauses, more than the reasonable 
market price for gas purchased under existing contracts and from 
canceling contracts because of such limitation. 

Gas, as a natural resource, is subject to far different criteria in its 
production and in the development of a reliable source of supply than 
the ordinary services rendered by a utility company. 

Unless the free play of competitive industry is permitted, it is doubt- 
ful indeed that the great risk necessary will be taken to discover and 
develop the huge necessary supplies now required to feed the many 
interstate pipelines which tap the known gas fields. Unless new sup- 
plies are discovered each year in amounts approaching the consump- 
tion, we will be using up our reserves at a dangerous rate and the days 
of convenient natural-gas service at distant points will be numbered. 

Furthermore, none of the usual protection and privileges of a public 
utility is present in the production phase of natural gas. The producer 
is given no monopoly over area or territory. He is not protected by 
restricted entry or by the franchise. He has no protected market and 
is not assured of a price sufficient to guarantee a fair return on his 
investment. 

It should be noted that instead of a protected market and a restricted 
entry, the field is wide open to anyone who is willing to enter the gas- 
production business. Indeed, as the price of gas increases, the attrac- 
tion of more producers into the business is certain to occur as it tradi- 
tionally does in our free enterprise system. 

The producer sells his commodity to anyone who wants to buy it— 
to an intrastate pipeline regulated by a State utility commission; to an 
interstate pipeline under the jurisdiction of the Federal Power Com- 
mission; or to an independent buyer for use in the field; or to industry 
on a direct-sales basis. Often these sales will be from the same wells or 
—- the same gathering lines or from the same natural gas processing 
plant. 

'The producer of gas is as independent of the utility company as is 
the producer of coal which sells to an electric-generating plant. Here 


the coal is processed into electrical energy through generation. But in 
all cases the cost of the coal is left to the free play of the market price 
for the commodity. 

To regulate sales of gas by independent producers and gatherers is 
to depart from the American system of competitive enterprise. "There 
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is no more reason to regulate gas producers than there is to regulate 
coal, oil, iron ore, and other commodities. Gas production is a com- 
petitive enterprise. There are some 8,000 persons and corporations 
engaged in the business. Opponents of this legislation contend that 
gas production is monopolistically controlled; that, although there are 
thousands engaged in the business, only a few control most of the gas 
reserves, 

However, uncontroverted statistics have been presented to show that 
the concentration ratio is less in the gas-producing industry than it is 
in any major extractive industry except bituminous coal and less than 
it is in 382 of the total 452 manufacturing industries. So regulation of 
gas production and sales by independents cannot be justified on the 

round that the business is monopolistically controlled without log- 
ically calling for regulation of most all extractive industries and the 
great majority of manufacturing industries. 

Furthermore the fluctuation in the price of natural gas in the field 
shows no signs of monopolistic price setting. The wide variety of 
prices found in the various fields and in the same field indicate definite 
evidence of arm’s length bargaining between buyer and seller through- 
out the years. The price fluctuations as they occur throughout the 
years have been the result of supply and demand conditions and the 
result of independent negotiations at every step of the contract. 

(See appendix II for tables of comparative concentration and 
pricing practices.) 

In addition to granting producers their inherent freedom the 
legislation offers protection for consumers even beyond the protection 
afforded by competition. In the case of new or renegotiated purchase 
contracts of natural-gas companies made subsequent to the passage of 
this legislation, the objective is accomplished by granting to the 
Federal Power Commission authority in fixing the rates of a natural- 
gas company to prohibit it from expensing an amount in excess of the 
reasonable market price for the gas purchased under its contract. 

The standard of reasonable market price is also applied to rate 
increases due to the operation of certain escalation provisions of 
existing contracts between a producer and a natural-gas company. 
A natural-gas company (transmission line), except in the case of 
increases due to ‘fixed periodic step-up” or “tax escalation” clauses, 
can expense (charge as an operating expense in computing the regu- 
lated resale rate of the natural gas) only that part of the increase 
which results in a price which does not exceed the reasonable market 
price, even though the contract contains an escalation clause providing 
for a greater price. The purpose of this provision is to protect the 
consumer against unreasonable increases in pipeline rates as a result 
of the price increases due to the automatic operation of escalation 
clauses, such as favored nation, spiral, and Seaton types of escalation 
clauses. All of the evidence before your committee was to the effect 
that the principles embodied in ‘fixed periodic step-up” and “tax 
escalation” clauses in existing contracts are fair and reasonable. 

The bill also amends the definition of ‘interstate commerce” to 
include foreign commerce, insofar as such commerce takes place 
within the United States. 
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AMENDMENTS TO TEE NATURAL GAS ACT 


ANALYSIS OF S. 1853 AS AMENDED 


Section 1 of S. 1853, as amended, amends the definition of “inter- 
state commerce" in paragraph (7) of section 2 of the Natural Gas Act 
to include movements between any point in a State and a foreign 
nation extending the jurisdiction of the Federal Power Commission 
to that part of such commerce which takes place within the United 
States. 

Section 2 of S. 1853 adds two new paragraphs to section 2 of the 
Natural Gas Act, numbered **(10)" and *(11)". 

Paragraph (10) provides that "interstate transportation of natural 
gas" does not begin until the actual physical delivery in or near the 
field or fields of production of natural gas into the interstate trans- 
portetion facilities of the long-line natural-g: is transporter. 

Paragraph (11) defines “sale of natural gas in interstate commerce 
for resale" to be such sales as are made after the transportation men- 
tioned in paragraph (10) has commenced. 

Except for the authority given the Federal Power Commission by 
section 3 of the bill as to contracts made or renegotiated after its 
effective date and as to certain types of escalation clauses, the new 
definition included in paragraphs (10) and (11) will exclude from the 
Commission’s jurisdiction wellhead sales of natural gas, sales at a cen- 
tral point in or near the field or fields of production to which the gas 
had been gathered, and sales at the “tailgate” of a processing plant 
located in or near the field where the gas is produced. It will also 
exclude from such jurisdiction all production, handling, and processing 
of gas occurring prior to such a sale or prior to the receipt of the gas 
by the transmission company into its interstate transmission fac ‘ilities. 
However, any transportation in interstate commerce and any sale in 
interstate commerce for resale occurring after transportation in inter- 
state commerce has commenced will continue fully subject to Commis- 
sion jurisdiction. 

Section 3 amends section 5 of the Natural Gas Act by the addition 
of several new subsections fixing “reasonable market price’ as the 
standard for measuring the reasonableness of the prices to be paid 
by the pipeline company for natural gas under new or renegotiated 
contracts and under certain escalation clauses in existing contracts. 

Subsections (b) and (c) of section 3 apply only to contracts “‘exe- 
cuted or renegotiated ee the date this act takes effect. 

Under subsection (b) the Federal Power Commission in connection 
with rate increases of a natural-gas company based upon new or 
renegotiated contracts is required to determine, unless there has been 
& prior determination under subsection (c) whether a contract price 
is the reasonable market price of the natural gas at the point of delivery 
and to disallow as an operating expense any sum in excess of the reason- 
able market price. 

Subsection (c) provides that the Federal Power Commission may, 
upon its own motion, and shall, upon application by a natural-gas 
company, and after a hearing, determine whether the price to be 
paid by the natural-gas company under the terms of any contract 
exec ‘uted or renegotiated after the date this subsection t akes effect 
is the reasonable market price of the gas, and the natural-gas company 
may then expense only such amount as does not exceed such reason- 
able market price. 
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The bill requires that the Federal Power Commission, in determining 
the reasonable market price, must consider among other things 
whether the price has been competitively arrived at, the contracts 
effect upon assurance of supply and the reasonableness of its pro- 
visions as they relate to existing or future prices. 

It is the view of the committee that among other things requiring 
recognition and consideration by the Federal Power Commission in 
measuring “reasonable market price’’ are: (1) the a of the 
natural gas being purchased; (2) conditions of delivery; (3) the level 
of prices established currently by generally naaa contracts; 
(4) prices in different fields in producing areas; (5) whether such 
prices and the contract, price have been established by arm’s length 
bargaining; and (6) the variation of competitive market prices. 

Likewise, among other things to be considered in arriving at a 
reasonable market price, the Commission should take into considera- 
tion the character of the fields, the reserves established as they relate 
to future supply as well as the market conditions in the area, the 
historical price of gas in the area, as well as the trend of prices in the 
area and in comparable or competing areas. 

Subsections (d) and (e) of section 3 apply only to escalation clauses 
in contracts in effect at the date the bill becomes a law. 

Escalator clauses are defined so as to include all provisions for 
increases except provisions for increases in prices in specific amounts at 
definite dates and provisions for reimbursement of the seller for 
increases in taxes. 

If a natural gas company seeks a rate increase based on an increase 
in price under an esc alation clause 1n an existing contract, the Federal 
Power Commission is required to determine whether the increased 
price is the reasonabl e market price. If the increased price under the 
contract exceeds the reasonable market price, the natural gas company 
may expense only such part of the increase in price as re sults in a price 
which does not exceed the reasonable market price. 

Subsection (e) provides that the natural-gas company shall not be 
obligated to pay any part of the increase in price based on an escalation 
clause which results in a price in excess of the reasonable market price. 
Thus, the natural-gas company shall be permitted to charge as an 
operating expense under subsection (d) the same price which it is 
obligated to pay the producer under subsection (e). The said sub- 
section also provides that the existing contract containing the escala- 
tion clause shall continue in effect according to its terms as though 
the subsection had not been enacted. As a further consumer safe- 
guard, and to make it doubly clear that the consumer is protected 
against the possibility of the cancellation and abandonment of an 
existing contract by reason of the authority granted to the Federal 
Power Commission in subsections (d) and (e) section 3 to determine 
if the increased price accords with reasonable market price, the 
section contains a provision specifically prohibiting such cancellation. 

Subsection (f) requires the Federal Power Commission to allow as 
an operating expense of a natural-gas company for natural gas produced 
by it or purchased from its affiliate or subsidiary, the reasonable 
market price of such natural gas or the contract price, whichever is 
the lesser. 

Subsection (g), for the purposes of section 5 of the act, defines an 
affiliate of a natural-gas company. It provides that a person shall be 
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held to be an affiliate of a natural-gas company if such person controls, 
is controlled by, or is under common control with, such natural-gas 
company. The effect of these provisions with reference to an affiliate 
is that the pipeline company cannot pass on to the consumer as the 
cost of gas purchased from an affiliate under any contract, existing or 
future, more than the reasonable market price. 

Section 4 of the bill adds to subsection (e) of section 7 of the act a 
provision requiring the Commission, in passing upon applications for 
certificates of convenience and necessity supported by a natural-gas 
purchase contract, to consider whether the price to be paid for the 
gas under the contract is the reasonable market price thereof at the 
point of delivery. 


COMMITTEE AMENDMENTS TO $. 1853 


During the course of the hearings on this legislation, it became evi- 
dent that the regulatory jurisdiction of the Federal Power Commission 
over natural-gas companies should be clarified in order to adequately 
protect the consumer interest. "This protection is afforded by a series 
of amendments adopted by the committee. An explanation of each 
of the pertinent and substantive amendments follows: 

Section 1 of the bill, as amended, is new. It gives the Federal 
Power Commission jurisdiction it does not now have over the importa- 
tion and exportation of gas into the United States. Under the decision 
in Border Pipe Line Co. v. Federal Power Commission (171 F. 2d 149), 
it is questionable under present iaw whether the Commission can 
exercise jurisdiction over gas imported or exported between a State 
and a foreign country. The amendment of your committee cures that 
jurisdictional defect. 

Section 2 of the amended bill conforms in all respects to section 1 
of S. 1853 as introduced. 

Section 3 of the bill, as amended, and section 2 of S. 1853, as intro- 
duced, add several new subsections to section 5 of the Natural Gas 
Act. 

The new subsection (b), which would be added by the bill as 
amended, is designed to give the Federal Power Commission authority 
to determine whether the price at which a natural-gas company here- 
after contracts to purchase gas from a producer is the reasonable mar- 
ket price at the point at which the gas is delivered into the transporta- 
tion facilities of the natural-gas company in or within the vicinity of 
the field or fields where produced, and to prevent a »itural-gas com- 
pany from using any price in excess of the reasonable market price as 
a basis for an increase in its rates. 

In determining reasonable market price, amended subsection (b) 
requires the Federal Power Commission to consider among other 
things (1) whether the price has been competitively arrived at, (2) 
the effect of the contract upon the assurance of supply, and (3) the 
reasonableness of the contract as it relates to existing or future prices. 

The specific criteria were included in the subsection as introduced. 
The qualifying phrase “among other things” is not in the original. 
As hereinbefore detailed in this report and in the House majority re- 
port, the phrase would permit the Commission to consider a number 
of factors in arriving at the reasonable market price. It is the belief 
of your committee that this is a desirable amendment for the protec- 
tion of the consumer and should be adopted. 
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As originally introduced, subsection (b) of section 3 (formerly sec. 
2) — for the fixing of the reasonable market price ‘‘in the field 
where produced." In order to include the expense of gathering as an 
element of cost in determining the amount which a natural-gas com- 
pany could charge as an operating expense in the fixing of rates, the 
subsection specifically provided for adding the gathering charge, if 
any, to the field price. The subsection as amended by your com- 
mittee retains the same basic purposes through a different approach. 
It provides for the fixing of the reasonable market price at the point 
the gas enters interstate commerce as that term is defined in sub- 
section (10) of section 2 of the bill as reported. 

Tying the term “reasonable market price" to this point of delivery 
permits a natural-gas company to include in its rate base both the 
cost of the natural gas in the field and any gathering charge incident 
to the delivery of the gas at the point it enters interstate commerce. 
Thus specific reference permitting a natural-gas company to include 
the gathering charges as an item of expense is not required and is not 
included in the amended subsection. 

Subsection (b) contained a provision which expressly provided that 
the determination of a new market price under the provisions of an 
existing contract was not to be considered a new or renegotiated 
contract within the meaning of the subsection. The effect of this 
provision would have permitted producers to obtain the benefits of 
price increases based on any type of escalation clause in an existing 
contract even though that increase in price exceeded the reasonable 
market price. As more fully explained in the amendment dealing with 
new subsection (d) and (e) of section 3, your committee concluded that 
certain types of escalation clauses in existing contracts should in the 
publie interest be subject to the scrutiny of the Federal Power Com- 
mission and adopted, the said new subsection providing for the placing 
of a ceiling on increases based on such escalation clauses. 

Subsection (c) of section 2 as originally proposed (now subsec. (c) of 
sec. 3) provided that a determination by the Commission as to whether 
the price or prices to be paid under a gas-purchase contract met 
requirements of the provisions of subsection (b) could be made only 
on application of the natural-gas company itself. The subsection as 
amended would permit such a determination to be made by the 
Commission on its own motion after notice and opportunity for hear- 
ing. Further, the section has been expanded so as to spell out in 
detail that in such a proceeding the Commission shall determine the 
amount a natural-gas company will be allowed to charge for the pur- 
pose of increases in rates and charges thereafter filed by it under the 
act, such amount to be only that part of the contract price as does not 
exceed such reasonable market price. 

Contracts between producers and pipeline companies are usually 
for terms of 20 years or longer. The long terms are a necessity of the 
pipeline companies rather than the producers. As an inducement to 
the producers to commit their gas for long terms, various contract 
provisions for increased prices have come into general use which are 
calculated to protect the producers against inflation and rising prices. 
The testimony of witnesses representing gas distributing and con- 
sumer interests at the committee hearings complained of several types 
of escalation clauses in contracts between producers and the pipeline 
companies. This testimony was directed particularly at the two party 
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and the third party favored nation clauses, the price redetermination 
clauses, the price renegotiation clauses, and the spiral escalation 
clauses. Your committee has concluded that these types of escalation 
provisions should be subjected to control by the Federal Power Com- 
mission to the extent of limiting their operation so that prices for gas 
cannot exceed the reasonable market price and operate as the basis for 
increased pipeline rates. ‘The committee recognizes, however, that 
there must be some provision for adjustment of prices in long-term 
contracts for the purchase of gas. Producers cannot be expected to 
enter into such contracts at current prices without some provision 
for adjustment to keep pace with the decline in the value of the dollar 
or with the market price of natural gas. They could only be induced 
to do so by fixing a high price for the entire term which would not be 
in the consumers’ interest. 

One type of escalation provision is the *'step-up"—a provision for 
increase in à specified amount (usually !5 cent per thousand cubic feet) 
at definite intervals (usually each 5 years). These provisions are in 
the interest of the pipeline companies and consumers. Testimony 
before the committee established the fact that, in many cases, the 

“step-up” clause was devised to provide a means whereby pipeline 
companies could purchase their requirements under long-term con- 
tracts, paying less per unit at the beginning when their costs were 
high, with provision for periodic increases to take effect as their costs 
were reduced. "This method enabled the companies to provide con- 
sumers with gas at a relatively stabilized price throughout the contract. 
The overall effect of the *step-up" clause was to protect consumers 
against sharp price increases. 

Another type generally recognized as necessary is the tax-increase 
clause providing for reimbursement of the seller for increase in pro- 
duction and other taxes levied upon him after the contract is signed. 
Without some such clause the producer might be taxed into insolvency 
and rendered unable to produce and deliver the gas under his con- 
tract. 

For these reasons the committee has excluded from the Federal 
Power Commission control the *step-up" and the tax-increase clauses. 

New subsection (d) of section 3 of the reported bill provides the 
necessary authority to protect the consumer against unreasonable 
increases in their gas prices resulting from these escalation provisions. 
It provides that, where the request for a rate increase is based on a 
price increase resulting from the operation of an escalation clause 
other than a “per iodic fixed- -price step-up” clause or “tax increase" 
clause in an existing contract, the Commission may not consider as 
an operating expense in the fixing of the charges of a natural- -gas 
company any part of the increase in price which Tesults in a price in 
excess of the reasonable price thereof. It is the intent of this sub- 
section that a natural-gas company be permitted to charge as an 
operating expense the price which it is obligated to pay the producer 
under subsection (e) of section 3 since it seemed apparent to the com- 
mittee that it would be inequitable for the pipeline company to be 
bound, under its contract with the producer, to pay an increased price 
for the natural gas higher than the price it is permitted to include as 
an operating expense. The subsection defines escalator clauses which 
are subject to the foregoing scrutiny so as to include all types of such 
^ other than periodic fixed price of step-up or tax-increase 
clauses. 
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Added subsection (e) of section 3 is designed to give the consumer 
further protection against unwarranted price increases due to escala- 
tion clauses. It also insures against abandonment of a contract by 
reason of the authority vested in the Federal Power Commission to 
scrutinize the reasonableness of a price based on the operation of an 
escalation clause. 

Briefly, this amendment provides that whereunder subsection (d) 
the Federal Power Commission has made a determination as to the 
reasonableness of a price increase based on an escalation clause, a 
natural-gas company shall be obligated to pay a producer only that 
portion of the price increase which does not exceed the reasonable 
market price. This subsection, as amended by your committee, 
specifically provides that an existing contract cannot be canceled or 
abandoned by a producer by reason of the fact that the Federal Power 
Commission is granted this authority to fix the reasonable market 
price and the ne atural-gas company is not obligated to pay an amount 
in excess of such price. It is intended that this prohibition against 

cancellation remain effective even though the contract may have a 
dium permitting cancellation if any measure of Federal regulators 
authority is retained over producers. 

Subsection (f) of the legislation as reported requires the Commission 

in regulating rates and charges of a natural-gas company to allow as 
an operating expense only the reasonable market price of gas produced 
by it, and for gas purchased from an affiliate the reasonable market 
price or the contract price whichever ts the lesser. Under the bill as 
reported, the reasonable market price would be ascertained at the 
point the gas is delivered into the transportation facilities of the 
natural-gas company in or within the vicinity of the field or fields 
where mo Under this subsection (formerly subsec. (d) of sec. 
S. 1853), as originally drafted, the reasonable market price was to 
determined in the field where produced and there was to be added a 
reasonable gathering charge where the field price was determined 
before completion of gathering. Here, as in subsection (b) of section 
3, the reasonable market price is tied to a point of delivery, thereby 
making it unnecessary to determine the field price and thereafter add 
the gathering charge. 

The subsection makes the criteria set forth in new subsection (b 
for the determination of reasonable market price applicable in the case 
of gas produced by a natural-gas company or purchased from an 
affiliate. Thus even in the case of contracts with affiliates it would 
be necessary for the Federal Power Commission to consider whether 
the price was the reasonable market price. The bill, as introduced 
and reported, contained identie: al definitions of affiliates. 

Section 4 of the bill as reported amends section 7 (e) of the Natural 

Gas Act by adding a new sentence thereto. Tt provides that in appli- 
cations for certific ates of public convenience and necessity the Federal 
Power Commission is required to consider whether the price for 
natural gas under any natural gas purchase contract supporting such 
application is the reasonable market price in or within the vicinity 
of the field or fields where produced and to consider, among other 
things, whether such market price has been competitively arrived at, 
the effect of the contract upon assurance of supply, and the reasonable- 
ness of the provisions of the contract as they relate to existing or 
future prices. 
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As originally introduced, this section (formerly sec. 3) provided that 
the reasonable market price was to be fixed in the field where pro- 
duced and did not include among the criteria to be considered by the 
commission in determining the reasonable market price the quali- 
fying phrase “among other things.” Your committee has amended 
this section to make it in conformity with the other provisions of the 
bill relating to these subjects for the same reasons stated heretofore 
in this report. 
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; SEPARATE STATEMENT OF SENATOR JAMES H. DUFF 
l 

> i It is the opinion of the undersigned that S. 1853, with amendments, 
} does not adequately protect consumers from excessive increases in 


the price of gas which might occur as the result of such exemption. 

While it is true that the nature of the natural gas business makes 
; it exceedingly difficult of equitable regulation by yardsticks normally 
4 used in utility regulation, it is also true that serious abuses have 
3 arisen as the result of favored nation, escalation, and spiral escalation 
clauses that have resulted in millions of dollars of increased prices to 
the consumers by private negotiations and renegotiations in which 
the ultimate consuming public has had no representation and no 
voice whatever. And if the problem has arisen requiring additional 
protection for the consumer, it has come about in considerable part 
as the result of evils developed within the industry itself. 

Most producers contend that legislation providing regulation will 
seriously deter further drilling and thereby endanger an adequate 
supply to the 30 million consumers now solely depending upon this 
type of fuel. 

In the opinion of the undersigned, the latter argument seems without 
merit as most gas is discovered in connec tion with the exploration for 
oil and so long as the existing 27X-percent depletion allowance is in 
effect there will be no serious falling off in the exploration for new 
production. Certainly there was not when the price of gas at the 
well was only a fraction of its current price and there is no reason to 
expect a different situation to prevail in the future now that the selling 
price has so substantially increased. 

There is great merit to the contention that it is exceedingly difficult 
to fairly regulate the price of gas due to the hazards of the business. 

'The explorer or wildcatter as he is known in the business may drill 

a large number of dry holes before a producer in paying quantities is 
discovered. Consequently for à regulatory body to fix a fair return 
on a producing well, without taking into consideration all the previous 
outlays leading up to the discovery of a producing well, could even be 
confiscatory of the returns of a productive well once it had been 
discovered. 
i S. 1853, with amendments, does not provide an adequate yardstick 
whereby the Federal Power Commission can establish a “reasonable 
market price," and this could result in unfairness to the producer or 
disaster to the consumer. All of which indicates that the complicated 
situation with which this legislation proposes to deal has not come up 
with an adequate formula for exempting the producer and at the same 
time safeguarding the public interest. 

During. lengthy hearings important representatives of a large seg- 
ment of the country’s population presented strong testimony that the 
situation created by the Phillips decision should not be distuibed. 
The mayors of New York, Philadelphia, Pittsburgh, Baltimore, 
Nashville, Louisville, Chicago, Detroit, Cleveland, St. Louis, Buffalo, 
Newark and many other cities and towns opposed any legislation. So 


— — 


t n a DASS ESSA 


3 
5 





Li 11 





















MICHIGAN LIBRARIES 





UNIVERSITY OF 




















12 AMENDMENTS TO THE NATURAL GAS ACT 


did the Mayors Committee (representing 258 cities, with a population 
of 32 million) and several State commissions, governors, and other 
public officials. 

Likewise, various State public service commissions and distribution 
companies presented convincing evidence as to difficulties which would 
arise if producers were exempted without adequate safeguards to the 
public. 

In contrast to this presentation on behalf of the public to be pro- 
tected by the Natural Gas Act, your committee did not hear, so far 
as is recalled, from a single producing company executive, It would 
seem to have been in order for them to have appeared with appropriate 
data as to costs and other items whereby the committee could have had 
a more adequate picture from the producers’ point of view. 

One of the most controversial and unsolved problems has been how 
to protect the public against the unrestrained operation of escalator 
clauses in producer contracts. Many witnesses urged that they be 
outlawed in their entirety. The bill as now proposed deals to some 
extent with certain of these contract provisions, but not all. 1 
exempts tax adjustment and automatic step-up clauses in existing 
contracts. 

The bill contemplates that the Commission shall review all prices 
in future contracts a most price increases under existing contracts 
There would appear to be no — or logieal reason for exempting 
some pric e increases in existing contracts The consumer is hurt re- 
gardless of the type of clausew whic h brings about. the ine rease, and the 
public i interest requires that the Commission consider their reasonable- 
ness and effect. 

It is the theory of the bill and amendments that the reasonableness 
of field prices shall be judged on the basis of the “reasonable market 
price” as determined by the Commission. The bill itself establishes 
no definition or standard for this key term. 

Many witnesses, including the sponsors of the bill, who appeared 
before the committee testified that factors other than current priv 
have to be taken into account. Current prices alone may be dictated 
by a sellers market which is, of course, distinctly unfair to the public 
Historical 
should all necesserily be taken into account 

While the undersigned voted to report out the bill, it was only 
because tl 
solution on a regulatory basis that it was felt it was in the public 
interest that all phases of this difficult problem should have adequate 
consideration and debate on the Senate floor in justice alike to the 
producers in a hazardous enterprise and to the millions of the public 
who have made their vast investment for installation of this necessary 
fuel 

For the reasons st ated the undersigned cannot suppoert the bil, 
as amended, as reported out by the m: jority. 


prices, and costs, cost trends, and various operating factors 


! 


ie problems involved are so complicated and so difficult of 


James H. Durr; 














VIEWS OF MR. PAYNE 


While in general agreement with the purposes of S. 1853, a bill to 
amend the Natural Gas Act, as amended, insofar as it would exempt 
independent producers and gatherers of natural gas from strict public 
utility regulation under the Natural Gas Act as interpreted by the 
me t Court in the case of Phillips Petroleum Company v. Wisconsin 
(347 U. S. 672), it is the opinion of the undersigned that the recom- 
Beo es of the Federal Power Commission for use of the phrase 
"just and reasonable price" should have been incorporated in the bill 
in lieu of references to a so-called “reasonable market price.” 

In its report on S. 1853, dated May 6, 1955, the Federal Power 
Commission stated: 

The phrase used in the bill for the Commission to consider in fixing the allowance 

of payments by interstate | ipeline companies to producers is that the payments 
to producers shall not be in excess of the ‘‘market price’’ or the “reasonable 
market price.” This seems to te less definite than the phrase “just and reasonable 
price" and the latter appears to be proper. 
The phrase “reasonable market price’ is a new and undefined 
regulatory standard; its inclusion in the basic law will leave the 
Federal Power Commission with a burdensome discretion which may 
well precipitate endless litigation and create uncertainty in the law, 
opening the door to the possibility that consumers may not have 
adequate protection from excessive increases in the price of natural gas 
in the future. 

In a matter of this nature the Congress must carefully weigh the 
needs of the industry against the consumer interest in arriving at a 
national policy. ‘The undersigned has carefully reviewed the hearings, 
reports, and proposed legislation. It is felt that the independent 
producers have made out a good case for exemption from certain 
phases of strict public utility type control and regulation. In analyz- 
ing the present price structure of the industry, it is clear that the price 
of natural gas at the wellhead is a relatively minor factor in the price 
to the consuming public and that the greater portion of the consumer 
price is for transmission of the gas from the fields to the consumption 
centers and for actual distribution to consumers. However, unless 
the language in,the law itself spells out the standard for the degree 
and type of control over the producers which the Federal Power 
Commission is to exercise, wellhead prices might become a more ap- 
preciable factor in determining the price to the consuming public in 
the future. 

If the standard to guide the Federal Power Commission is spelled 
out in the law as the “just and reasonable price," it is believed that 
between the Federal Power Commission, with its jurisdiction over 
interstate commerce, and the State regulatory commissions, with their 
jurisdiction over intrastate commerce, all components of the industry 
will be under reasonable regulatory control and consumers will be 
provided reasonable protection without unnecessarily hindering the 
development of the industry. 
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While the undersigned voted to report the bill to the Senate, he did 
so because it was felt that this matter should not be further delayed 
in committee and should have complete and full consideration and 
debate by the Senate itself in fairness to both consumers and producers. 

The undersigned specifically reserves the right to offer and support 
amendments on the Senate floor to establish the regulatory standard 
of “just and reasonable price" recommended by the Federal Power 
Commission and to otherwise improve the bill. 

FREDERICK G. PAYNE. 
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MINORITY VIEWS 
INTRODUCTION 


The principal issue for the Congress to decide is: Does the proposed 
legislation in the public interest protect the consumer against un- 
warranted increases in the cost of natural gas? 

We, the undersigned members of your committee, are firmly con- 
vinced the answer must be in the negative. In this conclusion we 
believe we represent a majority of our citizens, particularly the mil- 
lions of consumers of natural gas who have spent billions of dollars 
in special equipment in order to use this great source of heat and 
energy. 

Under the Constitution a State does not have the right to regulate 
the price of natural gas moving into another State (Interstate Natural 
Gas Co. v. Federal Power Commission, 331 U. S. 682.) The Federal 
Government is the only one that can legally do the job. 


REGULATION IS IN THE PUBLIC INTEREST 


Everyone is agreed that the regulation of the sale and distribution 
of natural gas is in the public interest. The Congress so found in 1938, 
when it passed the Natural Gas Act. State legislatures of several of 
the oil- and gas-producing States ! have adopted legislation regulating 

rT * x 
the oil and gas industry. The courts, both State and Federal, have 
consistently ‘sustained legislation regulating the production, sale, and 
transportation of gas and of oil. 

To be effective, consumer protection must start at the source of 
interstate travel. It cannot begin, as proposed by this bill, in the 
middle of the stream leav ing the producer free to charge what he will, 
while at the same time controlling the price everyone else can c harge. 
To urge that such a scheme is fair and equitable and in the consumer 
interest is sheer hypocrisy. 

In Phillips v. Wisconsin (347 U. S. 672) the Supreme Court of the 
United States, having the benefit of T aad te record made in exten- 
sive hearings before the Federal Power Commission, in upholding the 
regulatory plan of the Natural Gas Act stated: 
protection of consumers against exploitation at the hands of natural-gas com- 
panies was the primary aim of the Natural Gas Act. 

Gas consumers are captives at the end of fixed lines. For the major- 
ity of them the money they have spent to install gas equipment is an 

1 Texas: Tex. Stat. Ann. Sec. 6008, 6014, 6029, 6049c, d, and e; Penal Code, 1112b. Henderson v. R ailroad 
Commission of Teras, 56 F. 2d 218, app. diss. 287 U. 5. 672. Tho: npson v. Consolidated Gas, 300 U 55. 
Henderson Co. v. Thompson, 300 U. S5. 258. Railroad Commission of Teras v. Rowan and Nichols oil Co. 
310 U, S, 573, reh. den. 311 U, 8, 614, 727. Oklahoma: Statutes 52 Okla. Stat. Ann. Sec. 8let seq. Quinton 
Relief Oil and Gas Co. v. Corp. Comm., 101 Okla. 164, 224 F. 156. Oklahoma Natural Gas Co. v. Choctaw 
Gas Co., 205 Okla., 255, 236 P. 24970. Anderson Prichard Oil Corp. v. Corp. Comm., 205 Okla., 672, 241 P. 
2d 363, app. diss., 342 U. S. 938. Kansas: Statutes Kans. Stat., Laws Ann. 55-601-611. 55-701-713. Bay 
Petroleum Corp. v. Corp. Comm., 36 F. Supp. 66. Kansas-Nebraska Natural Gas Co. v. Corp. Comm., 169 


K. 722, 222 P. 2d 704; reh. den., 170 K. 341, 225 P. 2d 1054. Republic Natural Gas Co. v. Corp. Comm., 173 
K. 172, 244 P. 2d. 1196. 
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investment they can ill afford to lose. As President Truman said in 
his veto message of similar legislation: 

* * * Unlike purchasers of coel and oil, purchasers of natural gas cannot easily 
move from one producer to another in search of lower prices. Natural gas is 
transported to consumers by pipelines, and is distributed in a given consuming 
market by a single company. The pipeline companies, and in turn the consumers 
of natural gas, are bound to the producers and gatherers in a given field by the 
physical location of their pipelines, which represent large investments of funds, and 
cannot easily be moved to other fields in search of a better price. 

(The full veto message is attached hereto marked ‘Exhibit 1.’’) 

Proponents of this legislation lay great stress on the fact there are 
8,000? individuals and corporations engaged in the production of 
natural gas. They minimize the fact that the great bulk of the pro- 
duction and of the owne rship of natural gas reserves is controlled by 
a small handful of powerful oil companies ‘who may reap excess profits 
in the hundreds of millions at the expense of consumers out of even 
moderate increases in the price of gas at the wellhead. (A statement 
by the Federal Power Commission of the concentration of production 
and reserves is hereto attached marked “Exhibit 2.’ 

The high cost fixed gathering, proc essing, and uo de: facil- 
ities, plus the fixed investments, result in providing a captive monopo- 
listic public utility market. 

Considering the number of producers, it is interesting to note that 
not one appeared at the hearings to offer any evidence they cannot 
profitably produce gas at today’ s prices, or that the increases in 
prices allowed by the Federal Power Commission since the decision 
in the Phillips case (June 7, 1954) are below a compensatory level, 
and do not permit the producers to realize a reasonable profit. In 
short, there was no testimony the producer has or would suffer any 
losses as the result of protective legislation. 

In fact, the entire case for the producers is based on the presenta- 
tion in the most favorable light of statistical data and economic 
assumptions designed to show, not that they are losing money, but 
that they are not obtaining that portion of the consumer’s dollar 
they would be able to obtain if they could charge all the traffic would 
bear. 

Illustrative of the nebulous character of data is an analysis of the 
statistics of the proponents’ chief economic witness * relating to the 
cost of natural gas in several Virginia cities, one of which is referred 
to in the appendix of the majority report of the House Interstate 
and Foreign Commerce Committee. Made at the request of pro- 
ponents of the legislation, the industry witness® summarized his 
analysis as follows: 
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Dr. Boatwright’s figures are not, however, recent enough to reflect the full 
extent of the increase in current field prices. The current field price of natural 
gas sold by Commonwealth is approximately 14.89 cents per thousand cubic feet 
according to my tabulation, and 14.77 cents as shown by Chairman Kuykendall’s 
figures presented to the House committee, an increase of almost 35 percent over 
Dr. Boatwright’s 1953 figure of 11 cents and almost 106 percent over the 1950 
figure of 7.24 cents as shown in Chairman Kuykendall’s report. 

While I have no comment as to the figures presented by Dr. Boatwright with 
regard to cities other than those served by Commonwealth, in my opinion, the 
figures related to our customers are so misleading as to be meaningless. 





? 'T'he testi nonv varied with estimates ranging from 4,500 to 8,000 purchasers 

3 Exhibit 3. Statistics relative to independent producer filings with Federal Power Commission. 

4 Dr. John W. Boatwright (Standard Oil Company of Indiana). 

5 Testimony of James O. Watts, vice president and general counsel, Commonwealth Natural Gas Corp., 
Virginia, Senate hearings. 
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Over 20 million homes are served by natural gas. Scores of in- 
dustries use it as a source of energy and power. Convincing evidence 
was presented by spokesmen for local distributing companies that 
unless the price of natural gas was controlled from the wellhead to the 
consumer it was inevitable that the price would rise to heights where 
it would no longer be economically feasible to use it. In fact, the 
testimony conclusively showed that in many areas the delivered cost 
of natural gas had advanced to a point where it is being priced out of 
the market. There can be no argument but that in these areas any 
increase in price at the wellhead or along the line could well result in 
destroying the investments, not only of the distributor but also of the 
consumer who had spent his money to equip his home with appliances 
to use a source of energy which he had been assured, under the pres- 
sure of modern sales methods, would be available at reasonable prices 
for many years to come. 

Generally speaking, natural gas is found and produced as a by- 
product of oil. General Thompson, of the Texas Railroad Commis- 
sion, in testifying in support of the legislation, stated that “nearly all 
gas discoveries in my experience have been found incident to the search 
for oil." All witnesses agreed with the general’s conclusion. It is 
indeed perplexing and paradoxical to conform this conclusion to the 
thesis of the majority that unless producers are freed from regulation, 
it. is "doubtful indeed that the great risks will be taken not only to 
discover but to develop the huge necessary supplies now required to 
feed the many intersts ate pipelines which tap the known gas fields.” 
If the real financial ince AANS for exploration and discovery comes from 
the search for oil, it does not seem logical to conclude that reasonable 
regulation of the field prices of natural gas would have any appreciable 
effect on exploration. 

The facts are that since the Supreme Court decision in the Phillips 
case in June 1954, there has been no observable decline in the number 
of exploratory wells drilled or the amount of money being spent on 
exploration. Instead the industry reports an increase, not a decrease, 
in the number of wells drilled (Report, Branch of Petroleum Economics, 
Bureau of Mines, hereto attached marked “Exhibit 4”). 

This Nation has always been dedicated to the free-enterprise sys- 
tem. We have always shied away from Government control. But 
in some instances, notably in the field of public utilities, the natural 
law of supply and demand has failed to meet our requirements. As 
a consequence the Government—Federal, State, and local—has had 
to move in andwecupy the field, and the regulation of transportation 
companies, electric companies, telephone and telegraph companies 
and domestic water-supply companies has long been an accepted, and 
welcome, part of the American economic system. 

The Natural Gas Act does not compel a producer to sell his pro- 
duction in interstate commerce. Except for State conservation laws 
governing the production of gas he is a completely free agent. But 
once having dedicated the gas to public use—a use made available to 
him by reason of the billions of dollars invested by the public in the 
building of pipelines and by the buyers of equipment to use his 
product—the price which the producer cag charge is subject to 
regulation under the act. And under the law that price must be a just 
and reasonable price—one that will protect the consumer and also 
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guarantee to the producer a fair and reasonable return on his 
investment. 

The 30 large oil and gas-producing companies which control gas 
reserves approximating 63 percent of the total proven reserves in the 
country are among the most prosperous of our industrial organizations. 
They are compensated for their oil-drilling risk by a 27%-percent 
income-tax exemption. This tax subsidy is in addition to the fair 
and reasonable rate of return which under proper protective legislation 
they would be permitted to earn from the sale of their gas in interstate 
commerce. 

Natural gas companies operating under the umbrella of the Natural 
Gas Act are in a sound financial condition with high earnings records. 
Their stocks are classed among the “blue chip” stocks of the market. 
There is every reason to believe that the producer would likewise 
prosper under the law. 

The producers contend that under existing law the task of the 
Commission in regulating from 4,500 to 8,000 producers is well nigh 
impossible. ‘The Y also point to the fact that to the small producer 
the cost of regulation is almost prohibitive. We recognize these 
arguments have some validity and sympathize with the plight of the 
Commission and the small producer. But when it was suggested that 
legislation or administrative regulations be adopted l relieving the small 
producer of these burdens and thereby reducing the work of the 
Commission, the offer was rejected even though the evidence showed 
that effective price control could be exercised if jurisdiction were 
retained over the 150 or so large producers who own something over 
90 percent of the natural gas. 

Another complaint by the producers is that the public-utility concept 
of ratemaking is not applicable to the production of natural gas, that 
the business is highly risky and the usual rate of public-utility return 
would not compensate them for the cost of exploring, drilling, finding, 
and producing gas, including the cost of drilling dry holes. We recog- 
nize the unusual characteristics inherent in the business. If the pro- 
ducers were able to make out a case that existing law will not permit 
them to realize a fair and reasonable rate of return, taking all factors 
into account, we could and would go along with any reasonable pricing 
formula that would permit them to earn a reasonable profit while a 
the same time protecting the consumer. 

One of the principal thesis of the case for the proponents of this 
legislation is to permit the wellhead price of natural gas to reach levels 
competitive with other fuels. It is estimated this is a price of 
something over 20 cents per thousand cubic feet (M c. f.). In fact 
some witnesses were of the opinion that a 30-cent price would be a 
conservative estimate of the ultimate price level. The principal econ- 
omic witness for the producers expressed the opinion that natural gas 
at double the 1953 price of about 10 cents per thousand cubic feet was 
a bargain. 

The proven recoverable reserves of natural gas are estimated 
211 trillion cubic feet. It is estimated that on the basis of the present 
rate of consumption these reserves have a 23-year life. It is axiomatic 
that continued increases in the wellhead price will result in increasing 
the value of the reserves. 

In this connection one industry witness ê testified that the average 





6 Arthur K. Lee, United Cities Utilities, Co., Chicago, Il. 
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wellhead price of natural gas in the fields supplying the Chicago area 
had advanced from 8 to 16 cents per thousand cubic feet within a 
span of a few years. Assuming that the annual rate of consumption 
for the year 1954 would remain constant until the reserves had been 
exhausted the witness computed that if the 8 cent price increase re- 
mained in effect for the estimated life of the reserves it would mean a 
windfall of over $16 billion to the producers. 

We have attached hereto as exhibit 5, a table showing the increased 
annual cost to the consumers by States, based on the 1953 utility sales 
of natural gas. This table shows that the total annual cost to the 
consumers, assuming a 5 cent increase per thousand cubic feet in 
field price, would be $268,833 ,500, a 10 cent increase $537 ,667,000 and 
a 15 cent increase $806,500,: 500. 

Certainly it cannot be said that increases in the cost of gas will be 
of little consequence to the publie even though on the basis of the 
added cost to the individual residential consumer they may only 
represent what appears to be a relatively small amount, The basic 
philosophy of regulation is the protection of consumers against exploi- 
tation. It is predicated on the daily saving of modest sums for the 
benefit of the many. ‘This daily saving is important to the wage 
earner who must count his pennies in order to make both enas meet. 
To take those pennies away from him for the benefit of a comparative 
handful of producers is to disregard basic justice. 


GENERAL ANALYSIS OF BILL 


Briefly stated, the purpose of the bill is to exempt producers from 


any effective regulation under the Natural Gas Act. This exemption 
from regulation is accomplished in section 2 of the bill by defining 
the terms “transportation of natural gas in interstate commerce” and 
“sales in interstate commerce for resale.” Under the definition trans- 
portation does not begin until after the gas has been delivered into the 
transportation facilities of the interstate pipeline, beyond the field or 
fields where produced. Sales are to be considered to be in interstate 
commerce only after transportation has commenced. Thus, by clear 
and concise language, the majority removes all authority which the 
Federal Power Commission has under the act to regulate the price 
and other business activities relating to the production of natural gas. 

"m P nifi ` x P ; , P 

l'he scope of the definition is such that the exemption may be ex- 
tended not only to independent producers but also to the production 
activities of the pipeline companies and to producing affiliates of the 
pipelines. In this latter case the present bill goes much further than 
the vetoed Kerr bill, which extended the exemption only to independ- 
ent producers. However, it conforms to the Moore-Rizley bill which 
Congress refused to pass because, among other things, it exempted 
the production of pipeline companies from regulation. 

The majority in committee contended that except as to the price of 
gas there is no intent in the law to exempt from regulation the produc- 
tion activities of pipelines or their producing affiliates under the 
Natural Gas Act. But they have not seen fit to explain their position 
in the majority report in spite of agreement to do so. We wish that 
we could agree with the majority’s interpretation of the law, because 
the public interest demands effective supervision of all phases of the 
natural gas business. But it is a well-settled rule of statutory con- 
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struction that where language is clear, concise, and unambiguous the 
courts will not resort to congressional debates or other like legislativ e 
sources to determine meaning but will interpret the law as it is written. 
As we have previously stated, we are of the opinion the exemption 
provisions of this bill are clear, concise, and unambiguous. If the 
FPC is to be authorized to continue to regulate the production activi- 
ties of pipeline companies and their producing affiliates the bill must 
be amended. Unless the exemption provisions are amended Congress 
may well find itself excusing the production activities of pipeline com- 
panies and their producing affiliates from the obligation to comply 
with the several sections of the act dealing with certificates of public 
convenience and necessity and prohibiting a natural gas company 
from abandoning service without permission of the Commission 
(sec. 7), provisions for uniform accounting procedures and reports 
(secs. 8 and 10), the section authorizing the fixing of depreciation 
rates (sec. 9) and other general police powers necessary to properly 
supervise their business in the public interest. 

In place of the simple direct language of section 2 exempting pro- 
duction from regulation, section 3 which purports to protect the 
consumer, is complicated and indefinite. It provides a new and 
untried set of vague standards for the fixing of the price of natural 
gas at the source. These standards are in addition to and in con- 
flict with existing regulatory prov isions of the act which this proposed 
legislation does not change. Their legal meaning and interpretation 
are in doubt and it will be many years before the courts have settled 
the many questions that are bound to arise as to the me aning and 
effect of the proposed legislation. Section 3 does not provide any 
effective criteria and such semblance of protection as it may purport 
to give to the consumer will not stop the sharp increases in the price 
of natural gas at the wellhead. 

Section 3 of the bill provides an indirect procedure whereby pro- 
ducers are wholly relieved of any responsibility with respect to the 
fixing of a just and reasonable price. In fact, they are legislatively 
given a "hunting license" to seek the highest price the market will 
bear. The section sets up a “reasonable market price” standard as 
the measure of cost which a pipeline company may charge in fixing 
its rate for the resale of natural gas. In determining the reasonable 
market price the Commission is to consider “among other things” 
whether such price has been competitively arrived at, the effect of 
the contract upon the assurance of supply and the reasonableness of 
the provisions as they relate to existing or future prices. 

With respect to new or renegotiated contracts the procedure under 
section 3 is to require the Commission to make a finding as to the 
reasonableness of the price and then to allow the pipeline company to 
charge as an operating expense only such part of the contract price 
which does not exceed the reasonable market price. 

The same procedure regarding prices is applied to increases in field 
prices based on escalation clauses in existing contracts, which a pipe- 
line company seeks to pass on to the consumer (subsecs. (d) and (e)). 
These subsections include a provision that except as to “periodic fixed 
price" (step-up) and “tax escalator clauses" and after the Commission 
has made the necessary finding, the pipeline company is required to 
pay the producer only that portion of the increase based on an escala- 
tion clause which represents the reasonable market price. The 
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producer must perform under his existing contract and cannot cancel 
it even though that price is less than the amount allowable thereunder 
and he is dissatisfied with the price allowed. 

A pipeline company may request, or the Commission on its own 
motion may make an advance determination to decide whether the 
field price is a reasonable market price. Subsection (f) of section 3 
is the section which specifically authorizes pipeline companies to 
charge the “reasonable market price” for gas which they or their 
affiliates produce. 

Sponsors of the legislation refer to the “reasonable market price” 
as the “field price’; in other words, the best price obtainable in the 
field where the gas is produced. They defend the term on the ground 
that there is a balanced, competitive market in natural-gas fields which 
in the absence of regulation will provide reasonable and stable prices. 
This thesis presupposes a price controlled by the supply-demand rela- 
tionship. It completely ignores the seller’s market which has been 
developing for the last several years, as pipeline companies in their 
search for natural gas have bid up the price. The resource is ex- 
haustible. The demand is increasing. New discoveries for 1954 did 
not keep pace with annual consumption. The picture for the future is 
clouded. There is no evidence whatsoever this seller’s market will 
improve. Under these conditions it is evident the criteria of **com- 
petition" in the field furnishes an illusory standard as a basis for regu- 
lating prices. The other two criteria, namely, assurance of supply 
and reasonableness of the provisions of the contract, cannot be con- 
strued to put a brake on the upward trend of field prices set in a seller’s 
market. On the contrary, these criteria properly considered actually 
give legislative sanction to the acceleration of the present rate of 
increase which characterizes the market. 

A pertinent example of the total lack of competition is afforded by 
the experience of the Iroquois Gas Corp. in negotiating for additional 
supplies in the Sheridan field in Texas in November 1954. As shown 
by the record in Docket No. G-1969 before the Federal Power Com- 
mission the producers refused to quote prices and demanded that 
Iroquois, together with other customers, submit *blind bids." In 
order to get the gas Iroquois bid 16.5 cents per thousand cubic feet— 
& price then substantially above the market. 

The shift to & seller's market was stressed by many industry wit- 
nesses engaged in the local distribution of gas. In the past several of 
them had supported legislation exempting producers because of the 
existence of real competition in the field. Under the present non- 
competitive conditions these same experts oppose the instant legisla- 
tion because it does not provide reasonable standards that will operate 
to fix a fair price for natural gas. 

The majority report in analyzing the criteria of subsection (b) of 
section 3 and other comparable provisions to be considered in fixing the 
reasonable market price attempts to accord to the phrase “among other 
things” a specific definitive status that would protect the consumer. 
Ail of the factors the majority take into consideration relate to the 
quality of the gas, character of the field in which produced, the historic 
trend of prices, and incentives for exploration. The term as defined 
by the majority does not expressly or inferentially authorize the 
Commission to take into account the factors necessary to properly 
arrive at a just and reasonable price or to fix even the maximum price 
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in the various fields, authority which it now has under the Natural 
Gas Act. 

The standard of “reasonable market price” is inflationary by defi- 
nition. The trend of prices in new gas-purchase contracts has been 
sharply upward all over the United States. Consequently, new con- 
tracts are constantly being entered into at price levels substantially 
greater than prevailed 5 or 10 years ago. If the escalation clause in 
an old contract is brought be fore the Federal Power Commission for 
review as provided for in subsections (d) and (e) of section 3, the 
Commission would approve the stepup in price in the great majority 
of the cases. This is because the old contract price, even as increased 
by escalation, would still be equal to, or less than, the current prices 
in new contracts. To say the least, it would be very difficult for the 
Commission to prove that a new price, escalated up to the level of 
the most recent price contracts negotiated in the field, is not a “reason- 
able market price.” Thus, the vaunted protection for consumers 
against the operation of the malignant favored-nations escalation 
clauses in existing contracts becomes totally illusory. 

The fact is that the bill legislatively sanctions the use of all types of 
escalation clauses. None of them are prohibited. Under this bill 
the Commission would have no direct authority over them. Its 
power is limited solely to an advisory finding that the escalated price 
does not exceed the “reasonable market price.” 

Certainly if the sponsors of this bill desire to protect the consumer 
against these pernicious clauses, it would seem logical for them to so 
draft the law as to effectively prohibit the use of escalator clauses— 
clauses which the majority report recognizes must be effectively 
controiled if the consumer is to be protected “against unreasonable 
increases in pipeline rates as a result of the price increases due to the 
automatic operation of escalation clauses." As we have demon- 
strated, the present bill does not offer the consumer even the minimum 
of protection the majority say he is entitled to. 


9? 


CONCLUSION 


We subscribe to the dissenting reports of the members of the House 
Interstate and Foreign Commerce Committee. We join with them 
in the conclusion that the bill is not in the public interest and the 
price of natural gas will increase if this legislation is adopted. The 
bill should not be passed. 

WARREN G. MAGNUSON, 
Joun O. PASTORE, 
CHARLES E. POTTER. 
WinLiAM A. PURTELL. 


ExuihBiT 1 
TRUMAN MESSAGE ON GAS VETO 


I return herewith, without my approval, H. R. 1758, a bill to amend the 
Natural Gas Act approved June 21, 1938, as amended. 

This bill would preclude the Federal Power Commission from regulating sales 
of natural gas to interstate pipeline companies, for resale in interstate commerce, 
by producers and gatLerers who are not affiliated with the buyers. After careful 
analysis and full consideration, I believe that such an action would not be in the 
national interest. 
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I believe that authority to regulate such sales is necessary in the publie interest 
because of the inherent characteristies of the process of moving gas from the field 
to the consumer. Unlike purchasers of coal and oil, purchasers of natural gas 
cannot easily move from one producer to another in search of lower prices. 
Natural gas is transported to consumers by pipelines, and is distributed in a given 
consuming market by a single company. The pipeline companies, and in turn 
the consumers of natural gas, are bound to the producers and gatherers in a given 
field by the physical location of their pipelines, which represent large investments 
of funds, and cannot readily be moved to other fields in search of a better price. 


SELLERS NOT UNITED 


These characteristics of the natural-gas business impose natural limitations 
upon effective competition among sellers. Competition is further limited by the 
degree of concentration of ownership of natural-gas reserves. While there are a 
large number of producers and gatherers, a relatively small number of them own 
a substantial majority of the gas reserves. Furthermore, the demand for natural 
gas has been growing phenomenally in recent years, and its natual advantages 
as a fuel, coupled with its present price advantage, indicate that demand may soon 
be pressing hard upon total supplies. 

Under these circumstances there is a clear possibility that competition will not 
be effective, at least in some cases, in holding prices to reasonable levels. Accord- 
ingly, to remove the authority to regulate, as this bill would do, does not seem to 
me to be wise publie policy. 


HAS FAITH IN COMMISSION 


It is argued that regulation of sales of natural gas to pipeline companies would 
discourage producers and gatherers from selling this gas in interstate commerce, 
and would discourage exploration and development of new wells. This claim 
rests primarily on the assumption that the Federal Power Commission would 
apply standards of regulation which did not take account of the peculiar circum- 
stances of natural-gas production—such as the cost of exploration and develop- 
ment, including the drilling of dry holes. I do not believe this assumption is well 
founded. On the contrary, I am confident that the Commission will apply 
standards properly suited to the special risks and circumstances of independent 
natural-gas producers and gatherers. 

My confidence in this outcome is supported by the fact that, until recently, 
the Commission has not found it necessary to undertake to regulate the prices 
charged by independent gas producers and gatherers, although those prices have 
been advancing. It is only natural that prices have risen, since the interstate 
lines built during and since the war have offered a far wider market than existed 
previously and have resulted in more competition among buyers, This process 
of price adjustment will probably continue, and it is right that it should if held 
within reasonable limits. 

SEES STRONG INCENTIVES 


Accordingly, producers and gatherers are finding, and I am sure will continue 
to find, strong incentives to search out new sources of natural gas and to sell 
their gas in interstate commerce. I believe the production and sale of natural 
gas will continue to grow rapidly, to the benefit of consumers and of all the busi- 
nessmen concerned with serving them. I see no danger to that growth in the 
continuance of the authority of the Federal Power Commission to regulate sales 
of gas to interstate pipelines. 

The continuance of that authority will adequately protect the public interest 
by permitting the Commission to prevent unreasonable and excessive prices 
which would give large windfall profits to gas producers, at the expense of con- 
sumers, with no benefit to the Nation in terms of additional exploration and 
production. Such cases are few, if any, at the present time, but the authority 
to deal with them in the future clearly should not be dissipated. 

Expericnce may demonstrate that some improvement of the existing statute 
may be desirable. I have no doubt that the Commission will operate reasonably 
and in the public interest in carrying out the present law, but I would have no 
object‘on to reasonable amendments if they are found to be needed. 

To withdraw entirely from this field of regulation, however, impelled only by 
imaginary fears, and in the face of a record of accomplishment under the present 
law which is successful from the standpoint of consumer, distributor, carrier, and 
producer alike, would not be in the publie interest. Accordingly, I am compelled 
to return this bill without my approval. 
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Exursit 2 


Natural gas reserves of certain n large producers 


Natural gas reserves 


—— ——— 


Company 





Volume 
As of— (trillion 
cubic feet) 
— — t —— — 
Pin PU Cis oaa BD aS 13. 2 
ASTO OT a 14.0 
— — —û — — ⸗ debt debo Dec. 31,1953 9. 9 
Humble Oil & Refining Co......... Resa din aded dedans diüdassa a a MEN 16.0 
Magnolia Petroleum Co...................... Cru d edid d Si | Dec. 31, 1953 17.5 
n akanan iei dipak ib sodiks j i STUCTU di @) 
a il U Lus niai d (1) 
Atlantic Refining Co : ae (uy .....| Dec. 31,1953 | 2.2 
Shamrock Oil & Gas Corp........................ — Nov. 30, 1954 | 1.7 
02 rA QU WMEVEPTUDLEUN OU ENCSPSENA CUR ds eid v sel bii od ....| Jan. 1,1953 | 2.3 
Gulf Refining Co. .......... ; | (2) 
Sun Oil Co... : Des Á @ 
Gulf Oil Corp.......... edis | (è) 
Texas Co. Hvad — — — ou wad Dec. 31, 1953 10. 5 
Carthage Corp. “plant... at fonika (?) 
Republic Natural Gas Co. ................. : : : : (1) 
Superior Oil Co....... Mio es Wea í i | | (1) 
Cities Service Gas Producing Sakae k | Dec. 31,1953 | Q 
Sunray Oil Corp.... Joss : Jan. 1,1953 | 1 
Union Oil Co. of California. . i Dec. 31,1953 | 32.1 
Continental Oil Co..... ids ue ule 7 vM os | 2.2 
Southwest Gas P roducing Co., Inc.. : M od (e 
Panoma Corp. ......... TNT: Hi belg à d i | | a 
La Gloria Corp.....-.------ stie ieliq au ddn à p 2d i | (1 
yk TU ——— * : (4) | 3.7 
Ohio Oil Co. : id ETERA i | 1953 | 2.1 
Western Natural Gas Co. ........ p PCI $ " b May 31,1952 | 1.4 
Abercrombie, J. 8. Co. ................. : ; i : Q 
Tide Water Associated Oil Co.......... ....| Dec. 31,1952 | 1.7 
Sinclair Oil & Gas C0.................. i Dec. 31,1953 | 11.7 
El Paso Natural Gas Co............. sad i iishe iasol DOR i 31, 1902 | 3.8 
Panhandle Eastern Pipe Line Co... Seip oi E a ....| Dee. 31, 1954 | 3. ! 
bi b —— 4 91.0 


! Including affilíated companies. 
1 Data not available, 
3 1.6 trillion cubic feet net. 
* Not given. 
Source: Federal Power Commission. 
ExuiBiT 3 (Aj 


Statistics relative to inde pe ndent — rate filings, June ?, 1954, to May 1, 1955 


Number | Amount 





I 
Tax rate increases filed and allowed without suspension. ... 1,810 | $6, 603, 408 
Other rate increases filed and allowed without suspension | 513 | 11, 635, 278 
Total rate increases filed and allowed without suspension. ‘ jest 2, 323 | 18, 238, 686 
Rate increases suspended but later allowed without hearing à | 17 761, 197 
Rate increases suspended and later reduced and withdrawn : : | 2| 21, 808 
Rate increases suspended and pending !. . i | 9t | 10, 754, 893 
Total rate increases suspended.. de) | 110 | 11, 537, 898 
Total rate increases flled ...... Es Kigali -— = 2, 433 | 29, 776, 584 
‘Total rate filings received ____-. dfe : I 10, 504 | 





1 Covers 67 dockets. 
Source: Federal Power Commission. 
Exar’ 3 (3) 


GAS stESBRYES 


Congressman Heselton, in the «ourse of th? hearings in respect to H. R. 4560 
and H. R. 4675 stated it was }.s understanding that 30 companies. owned gas 
reserves approximating 63 pe’ sent of the tctal proven reserves in the country. 
He inquirec di as to the accuracy of this staten ent and the attached tabulation was 


furnished Hon. J. Percy Priest, chairman ¿f the Committee on Interstate and 
Foreign Commerce, House of Representatives, on March 30, by Chairman 
Kuykendall. 
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As stated in the memorandum transmitting the tabulation: 

"Information as to natural-gas reserves controlled by individual companies 
has not been compiled as far as the staff knows. Accordingly, the staff proceeded 
in its investigation as follows: A study of the gas purchased by pipeline companies 
from independent producers in the year 1953 discloses that 42 producers sold 70 
percent of the gas purchased by the pipeline companies. An effort was then 
made to ascertain the reserves owned by the 30 largest sellers of gas to pipeline 
companies. In this connection a study was made of registration statements 
filed with the Securities and Exchange Commission, of annual reports to stock- 
holders, Moody’s Manual and stock reports of Standard & Poors Corp. The 
data shown in the attached tabulation was obtained as a result of this search. 

“El Paso Natural Gas Co., not in the group of 42 mentioned above, is included 
in the tabulation because Congressman Heselton specifically referred to that 
company. In addition, Panhandle Eastern Pipe Line Co. is included because of 
the knowledge that that company controlled large gas reserves. 

*"The 19 companies for which information as to reserves was obtained controlled 
91 trillion cubic feet of natural gas as of recent dates. This is 43 percent of the 
total reserves of 211.5 trillion cubie feet in the United States as of December 31, 
1953, according to the American Gas Association.” 


Source: Federal Power Commission, 


Basis FOR CoMMISSION ACCEPTANCE OF INITIAL Rate FILINGs 
From INDEPENDENT PRODUCERS 


When on June 7, 1954, the Supreme Court held the Phillips Petroleum Co. to 
be subject to the Natural Gas Act (Phillips Petroleum Company v. Wisconsin, 
347 U. S. 672), all independent producers similarly engaged in interstate sales of 
natural gas for resale or in the transportation of natural gas in interstate commerce 
were faced with the problem of complying with the act. Those subject to the act 
on June 7, 1954, were not made so by the Supreme Court decision in the Phillips 
case, but their sales and transportation fixed their responsibilities under the act. 

One of the requirements is that such interstate sales may not be made without 
being in conformity with a filed rate schedule. The Commission, therefore, per- 
mitted independent producers to file their rate contracts, in lieu of schedules in 
tariff form, in order that such companies could comply with the terms of section 
4 of the Natural Gas Act. 


Source: Federal Power Commission. 


EXHIBIT 4 


Unirep States DEPARTMENT OF THE INTERIOR, 
BUREAU OF MINBs, 
Washington 25, D. C., July 25, 1955. 
Hon. Jonn O. PASTORE, 
United States Senate, 
Washington 25, D. C. 


My Dear Senator Pastore: The attached tabulation confirms information 
given by telephone to Mr. William L. Kohler, of the staff of Senate Committee 
on Interstate and Foreign Commerce, on Friday, July 22. The sources of the 
information are as follows: 

Number of wells drilled; The Oil and Gas Journal. 

Additions to reserves of erude oil: Committee on petroleum reserves, American 
Petroleum Institute. 

Production of erude oil and natural gas: United States Bureau of Mines. 

Additions to reserves of natural gas: Committee on natural gas reserves, Amer- 
ican Gas Association. 

You may want to supplement the data in the table with the following informa- 
tion: 


1 


1951 | 1952 1953 | 1954 


| 


Crude oil reserves, end of year (million barrels) | 27,408 | 27, 961 28, 945 | 29, 561 
Natural gas reserves, end of year (billion cubic feet)............| 193,812 | 199,716 | 211,447 | 211,711 
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These figures will not reflect exactly the net changes in reserves indicated on the 
table as these figures are based on preliminary production data while the table 
shows actual production. The differences, however, are not significant. 

The following information may also be helpful. 


Exploratory wells completed, and total wells drilling 


| Number 
Oil Gas Dry | drilling, end 
i of period 


1951 

1952 

1953 

1954 

Ist 5 months: 
1954 
1955 


The outlook for drilling activity for the balance of 1955 appears favorable as the 
first 5 months have seen a rather sharp increase in the rate of well completion and 
in the number of wells being drilled. In both January and February of this year 
the number of wells completed was below that for the comparable months of 
1954, but the 5-month figures show that this situation has been reversed 

Many factors tend to defer the effect of any action or condition that discourages 
drilling activity. Most leases of land for oil development require the drilling of 
exploratory wells within a specified time, and of development wells within a rela- 
tively very short time after oil is discovered. Company interest dictates that, 
when oil is discovered on an adjacent lease, their own property must be developed 
promptly to prevent oil from being drained from it. Furthermore, the large in- 
vestment that is represented by a drilling rig makes it necessary that it be kept 
active to the maximum possible extent in order to avoid financial loss. Many 
other reasons could be cited, but those above are probably the principal ones 

If the Bureau of Mines can be of further assistance to you, please feel free to 
call on us at any time. 

Sincerely yours, 
H. J. Barron, 
Chief, Branch of Petroleum Economics. 
Num^« r of we lis drilled, change 8 in reserves, and production of crude oil and nat» 
gas in the United States, 1952-55 


ist 5 months 


1954 1955 


Number of wells completed: | | | 
Oil.. á s 23, 466 25, 762 29,773 | 12, 284 | 
| ae —— dus á NE 3, 255 3, 806 | 3, 977 | 1, 491 | 

Dry. d EE RE * 17,677 | 18,449 | 9, 175 7, 485 


"Tb us t, MEET UM OTHER 44,398 | 48,017 52, 925 21, 260 


Additions to crude oil reserves (millions of barrels): | 
Revisions and extensions. . | 1 2, 704 | 2, 287 | 
a a i ONS EEE E DE ES O E 592 586 | 


Total.. PEET j Do 3,200| 2,873 
Crude oil produced... i s aoeditinill | 2, | 2, 357 | 2,316 | 


e~~ 


Net additions to reserves. . * 45t | 577 


Additions to natural gas reserves (billion cubic feet): 
Revisions and extensions. . .. b | x4 , 632 
New discoveries. : r 5. " 082 | '967 | 


Total.. id — s ý | 9, 599 
Net production of natural gas.... | 


Net additions to reserves. .............-- 5,483 | | 172 


1 Not available. 
? Estimate. 
3 1st quarter, estimated 
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Exursit 5 


Effect of increased field prices by States based on 1953 utility sales of natural gas ! 


Annual cost of field price increases per 
Total sales thousand cubic feet 
(thousand 
cubic feet) 


5 cents | 10 cents |  15cents 


Connecticut i , 200. 000 000 $126, 000 | $39, 000 
Massachusetts... , 600, 000 , 000 1, 566, 000 P 000 
New. Hampshire 850, 000 42, 500 85, 000 | 500 
Rhode Island | 580, 00 29. 000 | 5. 000 . 000 
New Jersey... L 000 000 1.320.090 ‘ 5. 000 
New York 6.750, 000 | 5 500 ! 11, 675, 000 17, 512, 500 
Pennsylvania 275, 340, 000 3. 767,000 | 27, 534,00 , 301, 000 
Illinois | 252, 800, 000 NT 50 23, 289. 000 4 1 500 
Indiana. | , 350, G00 467, 500 6. 935, 000 if 500 
Michig 7, 460, 000 373. 000 16, 746, 000 25. 119. 000 

MULU 11, 594, 500 13, 189, O00 34, 753, 500 

LULE 1. 720. 500 3, 441, 000 5 if id 

050 3. 591. 000 7. 182, 000 10. 773. 0060 


). 000 11 , 000 d 221. 000 » OOO 

000 | 561. 000 22 000 13 ; 000 

Missouri 170, 5 00 . 525. 000 17. 050, 000 5. 575. 000 
Nebraska... r 30,000 | 3, 916, 500 | 833, 000 | 11, 749, 500 
North Dakota 3, 650, 000 | I82, 500 365, 000 | 547, 500 
South Dakota | : 000 | 703, 500 . 407. 000 ‘ LO. 500 
District of Columbia 3. 460, 000 73, 000 1, 346, 000 2 { . 000 
Florida.... , 190, 000 959, 500 1. 919. 004 758. 500 
Georgia 449. 000 », 972. 000 1, 944, 000 , 915, 000 
Maryland 20, 850, 000 | , 492, 500 2, 985, 000 ,477, 500 
North Carolina.... . 390, 000 | 219, 500 139. 000 55. 500 
South Carolina , 190, 000 389, 500 | 779, 000 . 168, 500 
Virginia 28, 620, 000 , 431, 000 2. 862, 000 . 293, 000 
West Virginia 05, 970, 000 | 298, 500 10, 597, 000 . 895, 500 
Alabama 31. 920, 000 . 596, 000 13, 192, 000 , 788, 000 
Kentucky 510, 000 3, 475, 500 6, 951, 000 . 426, 500 
Mississippi . 780, 000 4, 739, 000 9, 478, 000 , 217, 000 
l'ennessee . 750, 000 | 5. 087, 500 10, 175, 000 262, 500 
Arkansas... | . 750, 000 . 287, 500 14, 575, 000 21, 862, 500 
Louisiana , 930, 000 , 226, 500 36, 453, 000 | 54, 679, 500 
Oklahoma... , N20, 000 . 691, 000 | 17, 382, 000 , 073, 000 
Texas , 990, 000 549, 500 89, 099, 000 645. 500 
Arizona B 3, 810, 000 3, 190, 500 6, 381, 000 | 9, 571, 500 
Colorado Á , 500, 000 5, 475, 000 10, 950, 000 | 425, 000 
Montana ; , 930, 000 1, 816, 500 3, 633, 000 | 5, 449, 500 
New Mexico.. , 800, 000 ! 3, 190, 000 6, 380, 000 9, 570, 000 
Utah. 36, 050, 000 1, 802, 500 | 3, 605, 000 5, 407, 500 
Wyoming 20, 270, 000 1, 013, 500 2. 027, 000 3, 040, 500 
California , 740, 000 33.647.000 | 67, 274, 000 1006, 911, 000 
United States. i 4 J 5, 376, 670, 000 268, 833, 500 537, 667, 000 806, 500, 500 


! The following States had no utility natural gas sales in 1953: Maine, Vermont, Delaware, Idaho, Nevada, 
Oregon, Washington. 


Source: Federal Power Commission. 
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APPENDIXI 


847TH CONGRESS | HOUSE OF REPRESENTATIV ES i REPORT 
1st Session No. 992 


TO AMEND THE NATURAL GAS ACT, AS AMENDED 


June 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed with illustrations 


Mr. Priest, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany H. R. 6645] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 6645) to amend the Natural Gas Act, as 
amended, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 

The committee held extensive hearings on this legislation during 
March, April, and May of this year—the printed record of the hearings 
running to almost 2,000 pages. 

The hearings were held on H. R. 4560 and certain other bills, and 
during the executive sessions of the committee H. R. 4560 was used 
as the basis for discussion and action. However, due to the adoption 
of a number of amendments a new bill incorporating these amend- 
ments (H. R. 6645) was introduced, and this is the bill here reported 
to the House without amendment. 

The report of the Federal Power Commission on H. R. 4560 is 
printed in appendix III of this report. 

The specific changes which the bill proposes to the text of the 
Natural Gas Act are shown in appendix IT. 


BRIEF STATEMENT OF THE PURPOSES OF THE BILL 


This bill proposes amendments to the Natural Gas Act which fall 
into the following categories: 

First, the bill proposes to exempt producers of natural gas from 
public utility regulation as natural-gas companies, and thus restore 
the law to what it had been generally believed to be for 16 years prior 
to the Supreme Court’s decision of June 7, 1954, in the case of Phillips 
Petroleum Co. v. Wisconsin (347 U. S. 672). (The majority and 
dissenting opinions in the Phillips case are printed in appendix IV of 
this report.) | 

28 | 
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Second, the bill contains provisions to protect consumers from 
excessive rate increases which might result in certain instances by 
reason of such exemption of producers from regulation. Briefly, 
these provisions give the Federal Power Commission a new authority 
to be exercised in case a natural-gas company proposes a rate increase 
based on an increase in the price it pays for natural ga The Com- 
mission then would determine whether the increased — e the natural- 
gas company pays for the gas (except a price increased through the 
operation of a “step-up”’ or **tax-increase" clause in a contract entered 
into before this legislation is enacted) is in excess of the “reasonable 
market price” of the gas. Amounts paid in excess of the “reasonable 
market price” would not be allowed as an operating expense of the 
natural-gas company for rate purposes, and thus could not be passed 
on to consumers. 

Third, the bill includes a provision which would protec t the financial 
soundness of natural-gas companies by relieving any such company 
of the obligation, under escalator clauses in existing contracts, to pay 
an amount in excess of the reasonable market price, and by providing 

that the contract may not be terminated because of the fact that the 
purchaser cannot be required to pay more. 

Fourth, the bill provides for use of the “reasonable market price’ 
standard in deciding applications for certificates of public convenience 
and necessity and in fixing the rates charge : by à natural-gas company 
for natural gas which it produces itself or which it buys from an 
affiliate. 

Fifth, the bill amends the definition of “interstate commerce” in 
the Natural Gas Act so that such term would include foreign com- 
merce insofar as such commerce takes place within the United States. 

These and the related provisions of the bill, and the reasons for 
recommending their enactment, are explained below. 


EXEMPTING PRODUCERS OF NATURAL GAS FROM REGULATION AS 
NATURAL-GAS COMPANIES 
Introductory 

This legislation is concerned with the jurisdiction and authority of 
the Federal Power Commission under the Natural Gas Act of June 21, 
1938—with particular reference to the status thereunder of the pro- 
ducers of natural gas who sell to the interstate natural-gas pipeline 
companies, often referred to as the “long lines”, which are subject to 
the act. 

The Commission’s basic jurisdiction under the act is prescribed in 
section 1 (b), as follows: 

(b) The provisions of this Act shall apply to the transportation of natural 
gas in interstate commerce, to the sale in interstate commerce of natural gas 
for resale for ultimate public consumption for domestic, commercial, industrial, 
or any other use, and to natural-gas companies engaged in such transportation 
or sale, but shall not apply to any other transportation or sale of natural gas or 
to the local distribution of natural gas or to the facilities used for such distribu- 
tion or to the production or gathering of natural gas. 


Any company or other person engaged in transportation or sales of 
natural gas to which the act applies is called a *natural-gas company" 
under the act. 

It will be noted that the only sales of natural gas which are subject 
to the Commission’s jurisdiction are sales in interstate commerce 
for resale. sometimes referred to as ‘‘wholesale”’ sales. 


66011—-55——5 
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Of particular importance to an understanding of this bill is the 
last part of section 1 (b), which provides that the act— 


shall not apply to * * * the production or gathering of natural gas. 


We think it may be fairly said that from the time of the enactment 
of the Natural Gas Act until the Supreme Court's decision in the 
Phillips case—a period of approximately 16 years—it was generally 
believed that Congress, in enacting the Natural Gas Act, intended 
that sales of natural gas by producers should be regarded as a part 
of the production and gathering operation and thus, because of the 
exemption of production and gathering quoted above, were not to be 
subject to regulation under the act. 

This was the view expressed by this committee in 1947 (H. Rept. 
No. 803, 80th Cong.) when it favorably reported to the House a bill 
(H. R. 4051) proposing a number of amendments to the Natural Gas 
Act, and again in 1949 (H. Rept. No. 1140, 81st Cong.), when it 
favorably reported to the House a bill (H. R. 1758) intended to make 
it clear beyond doubt that the Natural Gas Act did not provide for 
the regulation of sales of independent producers. 

That this has been the consistent view of the Federal Power Com- 
mission, whose duty it is to administer the Natural Gas Act, is beyond 
question. 

With regard to this question of the status of producers and the 
events culminating in the Phillips case it is appropriate to quote from 
the favorable report of the Commission to this committee, dated 
March 21, 1955, on the bill (H. R. 4560) on which this committee had 
its hearings: 

* * * * * * * 


Because of its close association with the legislative considerations and events 
preceding the enactment of the Natural Gas Act and its singular interest in and 
relationship to the act thereafter, this Commission has felt itself peculiarlv able to 
interpret the intent of Congress with respect thereto. Thus, when in about 
2 years after the passage of the act there was presented to it for decision the first 
case involving the issue, Ir ly Columbian Fuel Corporation (Docket No. G-143, 
June 29, 1940, 2 F. P. C. 200), the Commission, with one member dissenting, 
had no difficulty in choosing between an interpretation of its authority based 
upon its so recent knowledge and experience and a purely legalistic rationalization 
of a much broader jurisdiction. It was then, and it continued to be, the Com- 
mission’s conviction that it was not the intention of the Congress to subject to 
regulation under the Natural Gas Act all persons whose only sales of natural gas 
in interstate commerce are made during, or as an incident to and immediately 
upon completion of, such person’s production and gathering of said natural gas 
and who are not otherwise subject to the jurisdiction of the Commission. 

It was then, and it continued to be, the opinion of the Commission that in the 
act Congress had carefully and deliberately restricted the powers of the Commis- 
sion so as to prohibit the exercise of authority over the production and gathering 
of natural gas including sales of gas made as an incident to such production and 
gathering. Even then we recognized that, because of the interrelationship be- 
tween the natural gas and oil industries, to make regulation of producers and 
gatherers of natural gas effective would require statutory authority of much wider 
scope than that afforded by the Natural Gas Act. "The course of the Commission 
thereafter has been completely consistent with that view. 

However, because of apparent doubts in the minds of many as to the position 
of the courts on the question, in 1947, following the Supreme Court’s decision in 
the Interstate Natural Gas Company, Inc. (831 U. S. 682), the Commission unani- 
mously, Commissioners Draper, Olds, Smith, and Wimberly, urged the enactment 
of legislation, H. R. 4099, the so-called Priest bill, in the 80th Congress to reaffirm 
what to it was the clear congressional intent. Soon, thereafter, the Commission 
reiterated its position in its order No. 139. Although that order was subsequently 
revoked, no decision of the Commission inconsistent with its position in the Co- 
lumbian Fuel case, supra., has ever been issued. Thus, when the question was 
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again presented to us Jn the Matter of Phillips Petroleum Company (10 F. P. C. 
246 (195 D), having found that Phillips was an independent producer of natural 
gas, that the sales involved were sales in interstate commerce of natural gas for 
resale for ultimate publie consumption, and that such sales were made after the 
completion of production and gathering, but that they were incidental to produc- 
tion and gathering, the Commission found and concluded that such sales were 
excluded from the operation of the Natural Gas Act. 

But, as you are aware, upon review the United States Supreme Court refused 
to concur in the Commission’s conclusion. That Court’s decision in the Phillips 
case, supra, rendered on June 7, 1954, held that the Federal Power Commission 
must exercise jurisdiction over companies, even though not otherwise natural gas 
companies, who are engaged in the sale in interstate commerce of natural gas for 
resale made after the completion of production and gathering, whether or not 
incidental thereto. In the light of that decision, it has become the dutv of the 
Federal Power Commission to include such independent producers within the 
scope of its regulation. 

* * * > * + 


Effect of the Phillips decision 

The Natural Gas Act was obviously conceived to provide for the 
regulation of companies engaged in activities of a public utility 
character. It provides for regulatory devices typically used in regu- 
lating public utilities, such as the following: Requirement of certifi- 
cates of public convenience and necessity; filing of schedules of rates 
and charges; extension or improvement of transportation facilities; 
interconnection of facilities; abandonment of service; keeping of uni- 
form systems of accounts, records, and memoranda; submission to 
inspection of accounts, records, and memoranda; determination of 
depreciation rates; duty to make reports; and the making of periodic 
and special reports. 

The result of the Phillips case, therefore, is that thousands of pro- 
ducers of natural gas who do not have the characteristics of public 
utilities—the number has been estimated to be between four and 
eight thousand—suddenly became subject to public utility regulation 
under the act—the same regulation imposed on natural-gas pipeline 
companies which buy and sell millions of cubic feet of natural gas and 
transport it thousands of miles to consuming areas in distant States. 
Many of these producers are merely farmers who happen to have 
natural gas under their land. 

Furthermore, the Supreme Court’s decision in the Phillips case 
resulted in the imposition of an enormous administrative burden on 
the Federal Power Commission. In its report to this committee on 
H. R. 4560 the Commission said: 

Consequently, when we received the mandate from the Court in the Phillips 
case, we issued an order prescribing regulations governing the filing of rate 
schedules and applications for certificates of public convenience and necessity 
by producers and gatherers of natural gas which sell gas in interstate commerce 
for resale and since those rules have become effective we have undertaken to bring 
under our regulation the thousands of companies which are so engaged. As of 
February 28, 1955, 5,673 certificate applications and 10,042 rate filings had been 
submitted to the Commission by so-called independent producers. 

Our experience with the application of the provisions of the Natural Gas Act 
to such producers and gatherers has demonstrated the difficulties which are 
involved. Many suits have been filed to test the validity of such rules, and it is 
clear that the Commission may expect to be involved for many years in legal 
proceedings on those and numerous other questions which have arisen and which 
will aris.. However, we have not yet reached the point of really coming to grips 
with all the detailed problems which are involved. 
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Public interest does not require regulation of producers as public utilities 
There is good ground for the conclusion that the course of events 
since the enactment of the Natural Gas Act has confirmed the sound- 
ness of the view held when that act was originally enacted, that com- 
petitive conditions in the gas-producing areas of the country make 
unnecessary the regulation of producers as publie utilities. 

The general le vel of field prices for natural gas has risen over the 
years, of course, just as prices generally have risen. However, it 
appears obvious, when one considers the facts, that the forces of com- 
petition have kept natural-gas prices from getting out of line. 

The natural-gas industry has grown phenomenally since the Natural 
Gas Act was enacted—it has become one of the largest industries in 
the country. There is still a large unsatisfied consumer demand for 
natural gas in the United States, and consumers have been and are so 
anxious to get this efficient, clean, and convenient fuel that little 
question has been raised as to what it would cost. 

In spite of this, natural gas—much of which is sent thousands of 
miles to reach the large consumer areas—is generally available to the 

consumer at à lower cost than the principal competing fuels, coal and 
oil. 

[t is very important, in considering whether there is justification 
for Federal regulation of the prices at which producers sell natural 
gas to natural-gas companies, to bear in mind that on the average 
only about 10 percent of the price the consumer has to pay for the 
gas is attributable to the price which the producer receives for the 
vas—the remainder being due principally to the cost of financing and 
operating the transportation and distribution systems and facilities 
by means of which the gas is delivered to the consumer. 

This situation is graphics ally portrayed in the examples contained 
in appendix I, which show for representative cities the cost of gas 
to the ultimate consumer and the proportion of that cost whic h i 
attributable to local distribution, to the transportation of gas by the 
pipelines, and the price to producers in the field. 

The exercise of Federal jurisdiction for the purpose of regulating 
producers of natural gas as publie utilities constitutes, it is belie ved, 
an extension of Federal authority which is without precedent under 
our American system of free enterprise. 

Producers of natural gas should be treated as what they are, 
namely, producers of a commodity like coal, oil, or copper, not as 
public utilities. On this basis they should be exempted as is pro- 
posed in this bill. 

In 1954, President Eisenhower appointed the Advisory Comm Mem 
on Energy Supplies and Resources Policy (commonly called the Cab- 
inet Committee). With respect to the natural-gas industry, the Com- 
mittee was directed to consider “what degree and kind of public regu- 
lation is appropriate to the present situation and future outlook.” 
That Committee reported to the President on February 26, 1955, with 
respect to natural gas, that “the Federal Government should not con- 
trol the production, gathering, processing, or sale of natural gas prior 
to its entry into an interstate transmission line,” and that the past 
tripartite arrangement of regulation of production and conservation 
by State commissions, of interstate transmission by the Federal Power 
Commission, and of local distribution by State public utility commis- 
sions, provided a complete cycle of appropriate regulation. 
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The pertinent part of the recommendation of the Cabinet Committee 
is as follows: 


We believe the problem of natural gas regulation should be approached from the 
viewpoint of assuring adequate supplies and the discovery and development of 
additional reserves to support such supplies, in the interests of national defense, 
an expanding domestic economy, and reasonable prices to consumers. 

To secure these objectives, it is essential to give due consideration to (1) the 
operations known as the production of natural gas, (2) the transportation of gas 
in interstate transmission lines, and (3) the distribution of gas in municipalities. 
Individual companies may engage in more than one of these activities. Each 
operation of such companies should be treated by like criteria according to its 
appropriate industry function. 

In the production of natural gas it is important that sound conservation prac- 
tices be continued. This area of conservation management is unde~ the jurisdic- 
tion of State conservation commissions. In the interest of a sound fuels policy 
and the protection of the national defense and consumer interests by assuring such 
a continued exploration for and development of adequate reserves as to provide 
an adequate supply of natural gas, we believe the Federal Government should 
not control the production, gathering, processing, or sale of natural gas prior to 
its entry into an interstate transmission line. 

The interstate transmission of natural gas by the interstate transmission lines 
and the subsequent sale of such gas for resale is a public utility function and 
should be under the regulation of the Federal Power Commission. In considering 
the certification of new lines and applications for increased rates based on new 
or renegotiated purchase contracts, the Commission should consider, in order to 
provide protection for the consumer, not only the assurance of supply but also 
whether the contract prices of the natural gas which the applicant has contracted 
to buy are competitively arrived at and represent the reasonable market field 
price, giving due consideration, in the interest of competition, to the reasonable- 
ness and appropriateness of contract provisions as they relate to existing or future 
market field prices. 

The several States or their political subdivisions should continue to provide 
the publie utility regulation of distributing companies in accordance with usual 
utility practices. 

Thus the complete cycle of natural gas production, transmission, and utilization 
will be appropriately regulated; the production and conservation of natural gas 
by the State conservation commissions; the interstate transmission of natural gas 
by the Federal Power Commission; and the distribution by the local publie utility 
commissions. 

Also, as has been indicated, the Federal Power Commission favors 
amending the Natural Gas Act so as to exempt producers from 
regulation thereunder. In its report on H. R. 4560 it said: 

* * * Tt is the considered opinion of the majority of this Commission that legis- 
lation should be enacted which will exempt from the operations of the Natural Gas 
Act independent producers and gatherers of natural gas who sell gas at wholesale to 
pipeline companies engaged in the transportation and sale in interstate commerce 
of natural gas for resale, but who do not themselves engage in the interstate trans- 
portation or subsequent sale of such gas. 

It is our understanding that H. R. 4560 and H. R. 4675 are intended to accom- 
ish that purpose, and upon that basis we recommend passage of such legislation. 

Ve support this proposed legislation because we firmly believe that such legisla- 
tion will in the long run result in the greatest good to the largest number of people 
of this country. 


The provisions of the bill exempting producers 

For the foregoing reasons, the bill here reported, in section 2, makes 
amendments to section 2 of the Natural Gas Act which would have the 
effect of exempting producers from regulation under the act as natural- 
gas companies if they are not engaged in other activities which would 
bring them under the act. 

This is accomplished by adding to section 2 of the act a definition of 
the term “transportation of natural gas in interstate commerce” and a 
—— of the term *'sale in interstate commerce of natural gas for 
resale." 
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The two new definitions read as follows: 


(10) “Transportation of natural gas in interstate commerce’? means only such 
transportation of natural gas in interstate commerce as occurs after the completion 
in or within the vicinity of the field or fields where produced of all production, 
gathering, processing, treating, compressing and delivering of such natural gas 
into the transportation facilities of a person engaged in transporting, in such 
transportation facilities, natural gas in interstate commerce beyond the vicinity 
of the field or fields where produced. 

(11) “Sale in interstate commerce of natural gas for resale" means only such 
sale in interstate commerce of natural gas for resale as occurs after the commence- 
ment of the transportation of such natural gas in interstate commerce as defined 
in paragraph (10), but does not include any sale which occurs in or within the 
vicinity of the field or fields where produced at or prior to the commencement of 
such transportation in interstate commerce of the natural gas. 


These are the two terms which are used in section 1 (b) of the act 
to déscribe the matters over which the Commission has jurisdiction. 

Thus, a company or individual will not be a natural-gas company 
unless engaged in the transportation in interstate commerce, or the 
sales in interstate commerce for resale, covered by such definitions. 


” 


PROTECTION OF CONSUMERS 


While, in accordance with the above recommendation of the Cabinet 
Committee and the Federal Power Commission, the bill provides for 
the described exemption from regulation of producers of natural gas, 
also in accordance with the Cabinet Committee’s recommendation the 
bill specifically spells out certain particulars by which it is intended 
that the Commission shall provide protection for consumers of natural 
gas in the matter of reasonable rates. 

Fears were expressed in the hearings that if there is no regulation of 
the prices charged by producers there will be virtually no check upon 
the prices which consumers will have to pay for natural gas in the 
future. 

The committee has given earnest consideration to this matter, 
because everyone agrees that consumers should not be subjected to 
unreasonable price increases. 

The bill (H. R. 4560) on which the committee held hearings con- 
tained certain provisions which had been thought adequate for the pro- 
tection of consumers. Furthermore, as has been said above, it would 
seem that there is sufficient competition between the thousands of 
producers of natural gas to insure that it would be exceptional, rather 
than usual, for prices to go above reasonable levels. To make doubly 
sure that protection is afforded against unreasonable price rises, the bill 
here being reported contains not only the provisions which were in 
H. R. 4560, with clarifications, but also additional provisions to give 
further assurance to consumers of natural gas. 

These provisions are contained in proposed new subsections (b), 
(c), (d), and (e) which section 3 of the bill would add to section 5 of 
the Natural Gas Act. These subsections are explained below: 


New or renegotiated contracts 

As one means of preventing unwarranted increases in the prices 
charged by producers, it is provided in the new subsection (b) that 
when the Commission considers a request for a rate increase made 
by a natural-gas company justification for which lies in the increased 
price the company must pay for gas under a new or renegotiated 
contract, it shall not allow the company to charge as an operating 
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expense for the gas more than the reasonable market price thereof 
“at the point at which the gas is delivered into the transportation 
facilities of the natural-gas company in or within the vicinity of 
the field or fields where produced.” It is the exceptional case, of 
course, where a natural-gas company would be able or willing to pay 
any price it could not charge as an operating expense. In this setting 
the importance of the meaning of the term *reasonable market price" 
is obvious; and for that reason the committee's understanding of its 
meaning is discussed at some length later in this report. 


Predetermination procedure 


The committee feared that a hardship might result if a natural-gas 
company had to enter into a contract for natural gas without knowing 
what might be determined in a subsequent rate case to be the reason- 
able market price for the gas. The committee has therefore provided 
in the new subsection (c), with respect to new or renegotiated con- 
tracts, that, even though no rate increase is then requested, the 
natural-gas company may obtain a determination from the Com- 
mission, as to whether the prices to be paid under the contract exceed 
the reasonable market price. The Commission also could make the 
determination on its own initiative. 


Escalation clauses in existing contracts 


Having dealt with the major problem of new or renegotiated con- 
tracts, the committee applied the same reasoning to the problem 
presented by existing contracts. 

This problem arises because of certain provisions, commonly known 
as “escalation” clauses, which have become prevalent in recent years 
in contracts for the sale of natural gas in the field. Contracts between 
producers and natural-gas companies are usually long-term contracts, 
and escalation clauses have afforded a means by which producers have 
been able to avoid having to accept a single predetermined price 
throughout the entire life of the contract. | 

According to testimony presented to the committee in the hearings, 
the various types of escalation clauses are principally the following: 

1. The two-party favored-nation clause: Under this clause, the 
specified price in a long-term fixed contract is increased in the event 
the buying pipeline company shall pay a higher price to another 
producer for gas in the same field or in any area specified in the 
contract. 

2. The third-party favored-nation clause: Under this clause, the 
—* is increased in the event an unrelated third party shall pay a 

igher price to another producer for gas in the same field or in an area 
specified in the contract. 

3. Escalation clauses known as the price redetermination clause, 
the price-renegotiation clause, or the better-market clause: Under 
each of these clauses, the price is increased in the event the average 
of the 2 or 3 highest prices which are paid by pipelines in a given area 
shall exceed the price specified in the contract. 

4. The spiral escalator clause: Under this clause, the price is 
increased in the event the resale rates of the pipeline company shall 
be increased. 

5. The step-up clause: Under this clause the price under the con- 
tract. will increase by specific amounts at definite dates in the future. 
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The tax-increase clause: Under this clause the pipeline company 
lan to reimburse the producer who sells the gas for increase in 
taxes levied on the seller after a specified date. 

Many witnesses appearing before the committee, particularly those 
representing distributing interests and consumer areas, maintained 
that escalation clauses in existing contraets, unless their operation is 
controlled in some effective manner, could result in ve ry large increases 
in the cost of gas to consumers—particularly in view of the fact that a 
contract for natural gas usually runs for 20 vears or more, and a large 
proportion of the contracts presently in effect were entered into in 
recent vears. 

It is provided, therefore, in the new subsection (d), that where & re- 
quest for a rate increase is based on a price increase resulting from the 
operation of an escalation clause (as defined in the bill) in an existing 
contract the Commission may not consider as an operating expense for 
the purchase of such natural gas any part of the increase in price 
which results in a price in excess of the reasonable market price 
thereof. 

The bill makes this treatment applicable to all escalation clauses 
except the so-called step-up and tax-increase clauses. It was generally 
agreed by witnesses who appeared before the committee that these 
types of escalation clauses were not seriously objectionable, and it is 
apparent that they serve a useful business purpose. 

Pipelines relieved from paying price in excess of reasonable market price 

Having decided on the treatment described above for proposed rate 
increases based on escalation clauses in existing contracts, it seemed 
apparent to the committee that it would be inequitable for the pipeline 
company to be bound, under its contract with the producer, to pay a 
price for the natural gas higher than the price it is permitted to include 
as an operating expense. 

Therefore, the new subsection (e), which section 3 of the bill would 
add to section 5 of the act, would relieve the natural-gas company of 
the obligation to pay any part of the increase in price which results 
in a price in excess of the reasonable market price. It would follow, 
of course, that under such circumstances the producer could not de- 
mand or receive more than the natural-gas company is obligated to 
pay. It should be noted that this provision does not declare the 
contract void, or voidable. It merely has the effect of altering the 
price provided in the contract; the rest of the contract stays in effect 
according to its terms. Under this provision the seller would be 
precluded from terminating the contract notwithstanding the fact 
that the purchaser cannot be required to pay the escalated price 
that would be due except for the operation of this subsection. This 
is necessary to insure that the natural-gas company will not be denied 
the gas which it contracted for to meet the requirements of its cus- 
tomers. 


PIPELINE-PRODUCED GAS TREATED IN SAME MANNER AS PURCHASED GA 


Under the new subsection (f) which would be added to section 5 of 
the act by section 3 of the bill, the Commission, for rate purposes, 
would treat gas produced by a natural-gas pipeline company or pur- 
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chased by it from an affiliate, on the same basis as it treats gas 
purchased in an arm’s-length transaction from a nonaffiliate. 

It is provided that for gas which it produces itself it will be allowed, 
as an operating expense, the reasonable market price of the gas, and 
for gas which it buys from an affiliate it shall be allowed, as an oper- 
ating expense, the amount paid to such affiliate up to but not in excess 
of the reasonable market price. 

In the process of ratemaking, the Commission, prior to its decision 
of April 1954, in the matter of the Panhandle Eastern Pipe Line Co., 
had treated all producing facilities which were owned by a pipeline 
company in the same manner as its transportation facilities, namely, 
as fee of the net investment rate base—the company being allowed 
to earn a reasonable return on such rate base. That treatment 
— in discrimination between the treatment of gas produced by 
the pipeline, or purchased from an affiliate, as against the treatment 
accorded gas pure hased by the pipeline. 

The Commission’s earlier procedures yielded incongruous results in 
the field which are well described by Mr. Justice Jackson i ^» Colorado 
Interstate Gas Co. v. Federal Power Commission (324 U. S. 581, 610, 
611): 


To let rate-base figures compiled on any of the conventional theories of rate- 
making govern a rate for natural gas seems to me little better than to draw figures 
out of a hat. These cases confirm and strengthen me in the view I stated in the 
Hope case that the entire rate-base method should be rejeeted in pricing natural 
gas, though it might be used to determine transportation costs. These cases 
vividly demonstrate the delirious results produced by the rate-base method. 
These orders in some instances result in three different prices for gas from the same 
well. The regulated company is a part owner, an unregulated company is a part 
owner, and the landowner has a rovalty share of the production from certain wells. 
The regulated company buys all of the gas for its interstate business. It is allowed 
to pay as operating expenses an unregulated contract price for its coowner’s share 
and a different unregulated contract price for the royalty owner's share but for 
its own share it is allowed substantially less than either. Any method of rate- 
making by which an identical product from a single we!l, going to the same consum- 
ers, has three prices depending on who owns it does not make sense to me. 

These cases furnish another example of the capricious results of the rate-base 
method in this kind of ease. The Commission has put 5 of the most important 
leaseholds, containing approximately 47,000 acres, in the rate base at $4,244.24, 
something under 10 cents per acre. Three such leases ere put in the rate base at 
zero. This is because original cost was used, and these were bought before dis- 
covery of gas thereon. The company which took the high risk of wildcat explora- 
tion is thus allowed a return of 64% percent on nothing for the 3 leases and a return 
of less than $300 a vear on the others. Their present market value is shown by 
testimony to be over $3 million. 

I cannot fairly sav that the Commission exceeded its jurisdiction in obtaining 
this evidence and making these caleulations even though the evidence related to 
—— and gathering of gas. But I do think it is a fantastic method of fixing 

‘just and reasonable” price for gas. [Italics supplied.] 


As a consequence of the Commission’s past practices, the amount 
of gas produced by the natural-gas pipeline companie declined pro- 
portionately to that which they purchased. In 1940, 8 major pipelines 
produced more than 47 percent of the gas they transported and sold, 
whereas in 1952 only 18% percent of total requirements were produced 
by 15 major systems then operating in interstate commerce. Many 
pipelines disposed of their gas properties, and others did not under- 
take to enter into the ownei ship or operation of gas-producing prop- 
erties and facilities. 

66011—55 
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In proposing that natural gas produced by a natural-gas company 
or one of its affiliates be treated as a commodity, in contradistinction 
to its being considered as part of the net investment rate base and 
accorded the utility rate-base approach, the committee action is in 
conformity with the opinion advanced during the hearings by Com- 
mission Chairman Kuykendall: 

We believe that the proposed legislation * * * would result in equal treat- 
ment of producers, would encourage the ownership and operation by pipeline 
companies of their own producing and gathering properties, and would definitely 
and conclusively contribute to the soundness and the security of the sources of 
gas supply, and the maintenance of adequate service. Those results would, 
inevitably, redound to the benefit of the domestic, as well as other customers, 
and, it is our belief, would achieve in the long run lower rates for natural gas. 
While we are interested in reasonable rates, we must be equally concerned with 
the financial stability of the utilities under our jurisdiction, the safety of the 
investments which have been made in them, and, of equal or greater importance, 
the continued maintenance of adequate gas service to all of the ultimate consum- 
ers who have invested many millions of dollars in gas furnaces and other gas- 
using equipment. Residential, commercial, and industrial consumers through- 
out the United States have come to rely increasingly upon this premium fuel, 
which in 1920 provided less than 4 percent of our total energy requirements, as 
compared with over 23 percent in 1953. 

In the Panhandle Eastern case, decided by the Federal Power 
Commission in April 1954, the Commission decided that its previous 
ratemaking procedures with respect to pipeline company-produced 
gas had been unjustified since in many cases they resulted in the 
allowance of little or nothing for the gas produced by the pipeline 
company. The Commission also noted with concern that no new 
major pipeline which was certificated since the Commission’s previous 
ratemaking procedures in such cases were first established—including 
some of the largest systems serving enormous new markets—produces 
any significant portion of its total supply; and further that the ratio 
of pipeline produced gas to total gas transported and sold in interstate 
commerce has declined markedly. 

The committee believes, and the Commission stated in the Pan- 
handle Eastern case, that the interest of the public definitely lies in 
the direction of natural gas production by pipeline systems themselves, 
as distinguished from their complete dependence for gas supply upon 
purchases from other producers. Among the reasons for this is that 
such production by pipelines strengthens their bargaining position in 
negotiating gas purchase contracts with independent producers and 
by utilizing their own production to take the swings of pipeline- 
throughput in response to seasonal and other fluctuation of consumer 
demand, such pipeline systems are able to take their purchased gas 
at relatively uniform volumes, at high load factor. They thereby 
generally qualify for more favorable gas purchase prices. 

The Federal Power Commission has asserted that if there is to be 
natural-gas exploration, development, and production by pipeline 
systems themselves—with resultant benefits to the public—it follows 

at this can only result from regulatory policies which are designed 
to encourage, rather than to penalize, such activities. 

The new subsection (f) grants the same treatment to pipeline pro- 
ducers as to independent producers, namely, the allowance of a 
reasonable market price for the gas, and thereby will encourage the 
pipelines to expand their production and exploration activities. The 
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net result of this policy will be better service at lower cost to the 
consuming public. 

There is apt precedent in the Renegotiation Act of 1943, an act 
which in extended or revised form has continued down to today, for 
the treatment hereby accorded the gas produced and subsequently 
transported in interstate commerce by the natural-gas company itself. 

In that act, involving the renegotiation of contracts for military 

rocurement with the view of recapturing excessive profits, the various 
yoards in determining the profits of an integrated company in the 
extractive industries included in expenses the market price, rather 
than the cost, of the raw material at its first extractive stage. Under 
the act, contracts for products of a mine, or oil or gas well, at the first 
form or stage in which they were customarily sold, or in which they 
had an established market, were exempt from renegotiation. Where 
the company produced the property itself the act provided that, in 
determining the costs of the company, the amount it actually cost the 
company to produce the product should not be considered, but that 
instead there would be allowed as an item of cost an amount equal 
to what the product could have been purchased for in the first form 
or state in which it had an established market. For example, a 
producer of steel products had its renegotiated contract price with the 
Government and its profit determined after an expense allowance was 
made for the pig iron which the producer itself made and included in 
the ultimate product, equivalent to the “market price’ for the pig 
iron, rather than the actual cost of pig iron in that producer’s own 
furnaces. The same was true of oil and gas. 


MEANING OF THE TERM 'REASONABLE MARKET PRICE" 


2 


Since "reasonable market price" will be applied as a yardstick or 
standard to determine what part of the price to be paid for natural 
gas by a pipeline company may be treated as an operating expense 
when that company applies for a rate increase, the meaning of this 
term is of obvious importance. 

Basically, the term “reasonable market price” is used because of the 
committee’s belief that the Commission should treat natural gas as a 
commodity in fixing the rates of pipeline companies, but it should be 
understood that the reasonable market price is not the price of the 
last sale, nor is it the highest price, the weighted highest price, the 
average field price, or other price arrived at by the mechanical appli- 
cation of a single criterion. Instead. it is a price which the Com- 
mission, exercising its judgment and discretion in weighing a number 
of relevant factors, determines is the reasonable market price. 

This treatment of natural gas as a commodity is to be distinguished 
from the original cost rate-base approach which the Commission has 
used in connection with the pipeline transportation functions.! Thus, 


! Distinguished by Mr. Justice Jackson as follows: 

*'Hope's business has two components of quite divergent character. One, while not a conventional com- 
mon carrier undertaking, Is essentially a transportation enterprise consisting of conveying from where it 
is produced to points of delivery to the buyer. This is a relatively routine operation not differing substan- 
tially from many other utility operations. The service is produced by an investment in compression and 
transmission facilities. Its risks are those of investing in a tested means of conveying a discovered supply of 
gas to a known market * * * 

“The other part of the business—to reduce to possession an adequate supply of natural is of opposite 
character being more erratic and irregular and unpredictible in relation to investment than any phase of 
any other utility business. A thousand feet of gas captured and severed from real estate for delivery to 
consumers is recognized under our law as property of much the same nature as a ton of coal, a barrel of oil, or 
a yard of sand * * * (Hope Natural Gas, 320 U. S. 59, 647.) 
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the concept of “reasonable market price” differs from that of “just 
and reasonable rate" which the Commission is directed to apply 
under section 5 of the Natural Gas Act for purposes of rates which 
the interstate pipelines charge distributing companies. 

The term ‘market price” has, of course, a definite and well-estab- 
lished meaning in law-—it is defined as 
the actual price at which the given commodity is currently sold, or has recently 
been sold, in the open market, that is, not at a forced sale, but in the usual and 
ordinary course of trade and competition, between sellers and buyers equally 
free to bargain, as established by records of late sales (Black’s Law Dictionary, 
‘Market Price", also quoted in Wall v. United Gas Public Service Co., 152 So. 
561, 563; 178 La. 908). 

If there is no market price at the place of delivery, it is proper to 
look at the market price of the same commodity in the general area, 
considering the cost of transportation between the points (South Gardi- 
ner Lumber Co. v. Bradstreet, 53 A. 1110, 1111; 97 Me. 165). 

Thus, if the Commission were to determine merely the “market 
price” of natural gas in a particular field or area in which there is an 
open market between buyers and sellers equally free to bargain, there 
would be relatively small need for the exercise of administrative 
judgment or discretion. 

However, under the bill the Commission is to determine the “reason- 
able market price" of the gas *'at the point at which the gas is delivered 
into the transportation facilities of the natural-gas company." It is 
not a market price alone that the Commission is to determine, but the 
“reasonable” market price at a particular point. The addition of the 
word “reasonable” to the familiar term **market price" is to be viewed 
in conjunction with the requirement in the bill that in making its deter- 
mination the Commission shall consider, among other things, whether 
such price was competitively arrived at, the effect of the contract 
upon the assurance of supply, and the reasonableness of the provisions 
of the contract as they relate to existing or future prices. When these 
provisions are all read in the light of each other, it is appare nt that the 
Commission is not narrowly limited in the matters which it may con- 
sider in determining the reasonable market price, but that instead 
the Commission may look to all of the factors which are dde 
relevant. 

Among other factors requiring recognition and consideration are 
(1) the quality of the natural gas being purchased; (2) conditions of 
delivery; (3) the level of prices established currently by generally 
comparable contracts; (4) prices in different fields and producing 
areas; (5) whether such prices and the contract price have been estab- 
lished by arm's-length bargaining; and (6) the variation of competitive 
market prices. 

1. Quality of natural gas 

Variations of quality must be recognized in reviewing market prices. 
A thousand cubic feet of natural gas is not a constant unit of measure- 
ment. Gas purchased under different contracts varies substantially 
with respect to pressure base, B. t. u. content, percentage of liquid 
hydrocarbons and sulfur content, and other quality factors. In 
reviewing market prices, care must be exercised that variations of 
quality are recognized and that comparisons are made among products 

















AMENDMENTS TO THE NATURAL GAS ACT 41 


of like quality or that appropriate adjustments are made for differences 
in quality. 
2. Conditions of delivery 

In reviewing prices, the Commission must recognize the variations 
in conditions of delivery. 

'To illustrate, small quantities that must be brought together bv 
special gathering facilities installed by the buyer may not have the 
same value as large quantities of dry gas available at the tailgate of a 
gasoline plant. Simil: rly, dry gas or condensate gas produci ed from 
gas wells and oil-well gas produced as a byproduct of oil production, 
each may have different market values. 

3. Current level of field prices for natural gas 

The review of price must look primarily to the competitively deter- 
mined level of prices for gas at the time the contract was executed. 

The level of market prices in the field has changed and may be ex- 
pected to continue to change, in one direction or the other, for many 
reasons. Prices required at the time of opening of a new field to at- 
tract transportation facilities are no reliable guide to prices that will 
prevail after a market has been established. Prices of the remnants 
of supply in a field as it nears depletion should not be used us the test 
under other conditions in that field or adjacent fields. Prices which 
exist during a period of great surplus availability of natural cas when 
it is sold on a byproduct basis are not a criteria of market prices at a 
subsequent time. 

Money is itself a variable measuring stick because of the fluctuation 
of purchasing power. 

The review of prices established by each contract must be in the light 
of competitively determined prices reflecting the conditions of supply 
and demand at the time the contract is executed. 


. Prices in different fields and areas 


Field prices tend to reflect geographic differences but the prices in 
different fields and producing areas are related. Changes in level of 
prices in one field are reflected by price changes in other fields. In- 
dividual pipelines take gas from several fields or areas. The normal 
or customary prices reflect differences in cost of transportation to 
market and other causes of price variations. The entire pattern of 
current prices established by arm’s-length bargaining in the given field 
and in other fields, including major produci ing areas, Is aval lable to the 
Commission and is appropriate evidence for review. 

There is no difference for this purpose between contracts of sale of 
natural gas for intrastate uses and contracts of sale for interstate 
transportation. Other factors being equal and in the absence of 
governmental price fixing, competitively determined field prices tend 
to be the same for intrastate as for interstate consumption. The 
Federal Power Commission should watch the price behavior in the 
competitive uncontrolled intrastate market as a continuing means of 
oe prices in contracts for interstate movement. 

j. Bargaining at arm’s length 

Market prices in the vicinity arrived at in arm's-length: bargaining 
would appear to be reasonable in the absence of clear and convincing 
evidence to the contrary. This presumption of reasonableness does 
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not exist where natural gas is purchased by a natural-gas company 
from an affiliate. Prices established under conditions of less than 
arm's-length bargaining are subject to closer scrutiny. 

6. Variation of conipetitive market price 

The normal behavior of buyers and sellers is that buyers try to 
buy at the lowest and sellers try to sell at the highest prices consistent 
with their long-term interests. However, even under the most 
intensively competitive conditions all buyers and sellers do not have 
at the given time an equal knowledge of the market and an equal 
bargaining position. 

To illustrate, a pipeline company may be under severe pressure to 
secure additional supplies, while the producers are in no hurry to 
develop added volume. Consequently, the price may be bid up to a 
point reflecting the temporary pressure on the buyer. Such a price 
might not be significant as evidence in review of other market prices 
in the producing field or area. 

On the other hand, sellers often are under compulsion to sell natural 
gas because of drainage, pressure from royalty owners, economie com- 
pulsion, or other types of pressures. "The prospective pipeline buyer 
at that time may have adequate reserves and not be pressed for 
additional supplies. "This particular price may not be useful evidence 
for the purpose of review of prices established by other contracts. 


OTHER PROVISIONS OF THE BILL 


Granting of certificates 

'The bill, in section 4, also provides, by an amendment to section 7 (e) 
of the act, consistently with the provisions heretofore discussed, that 
in deciding whether to grant a certificate of public convenience and 
necessity which is supported by a natural-gas purchase contract, the 
Commission will consider whether the price under the contract is the 
reasonable market price thereof at the point at which the gas is to be 
delivered into the transportation facilities of the natural-gas company 
in or within the vicinity of the field or fields where produced. 


Foreign commerce 

The bill, in section 1, would amend the definition of “interstate 
commerce” in section 2 of the act so that such term would include 
commerce between a point in the United States and a foreign nation, 
but only insofar as that commerce takes place within the United 
States. It was held in the case of Border Pipe Line Co. v. Federal 
Power Commission (171 F. 2d 149), that the present definition was not 
intended to include foreign commerce. Therefore, the only power the 
Commission has at present over foreign commerce in natural gas is 
that of granting or refusing permission to export or import such gas; 
it has no jurisdiction over the rates and charges to be imposed with 
respect to transportation and sales in foreign commerce—even with 
respect to the part thereof which occurs in the United States. 

It has long been the view of the Federal Power Commission, as ex- 
pressed in its annual reports for the years 1951, 1952, 1953, and 1954 
that its jurisdiction should be extended to include foreign commerce 
in natural gas. 
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Baltimore, Md.—Served by Consolidated Gas Electric Light & Power Co. 
Baltimore, supplied by Atlantic Seaboard Corp. 


| 1949 | 1950 | 1951 | 1952 | 1953 


| 


I 

Volume of natural gas supplied to Consolidated Gas | 
Electric, million cubic feet. ... eut 13, 369 | 16,015 

Estimated average field price received by producers 
for natural gas sold in Baltimore, cents per thousand 
cubic feet tine > 

Average cost of natural gas supplied at city gate, cents 
per thousand cubic feet... 

Total number of gas customers served by Consoli- 
dated Gas Electric, thousands 

Average cost of gas to all customers, dollars per thou- 
sand cubic feet 

Number of residential customers served by Consoli- 
dated Gas Electric, thousands 

Average use per residential customer, thousand cubic 
feet per year... " 

Average cost per thousand cubie feet for residential 
service, dollars per thousand cubic feet 

Price to residential eustomer in Baltimore for typical 
cooking, water heating, and home heating use,? 
dollars per thousand cubic feet 


1 Not available. 
2 14.76 thousand cubic feet per month is quantity estimated to be used by residential customer for ho 
heating, cooking, and heating water. Abrupt decrease in price in 1950 due to introduction of natural ga 


Nore.—Consolidated Gas Electric serves Baltimore and portions of the surrounding area. The n ce 
ing data presented herein reflects total company. Natural gas was introduced in 1950. Data pertaining 
to customer consumption and cost to customer for 1049 and 1950 is presented as the equivalent of 1, 
British thermal units natural gas. 


Source: Annual Report to the Federal Power Cominission by Atlantic Seaboard Corp., Moody’ 
Utility Manual, and American Gas Association Rate Book. 
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BALTIMORE 


Comparative Prices of Natural Gas 
Paid to the Producer in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 


Average for all gas used by Residential Customers 
1953 
Source: Annual Reports to F.P.C.; Moody's Public Utilities 


Price received by $1.58 per Mcf 
Distributing Company 


Cost of distribution to 118 
Baltimore customer cents 


Price received by interstate $.399 per Mcf 
pipeline company 


Cost of transportation to 28.9 
Baltimore city gate cents 


Price paid to Producers in.-——» 


$.11 per Mcf 
the field 11 
cents 
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Chicago, Ill.—Served by the Peoples Gas Light & Coke Co., supplied by Texas-Illinots 
Natural Gas Pipeline Co., and Natural Gas Pipe Line Company of America 


1950 1951 1952 1953 1954 


Volume of natural gas supplied to the Peoples Gas 
Light & Coke Co, million cubic feet 77, 646 99, 091 
Estimated average field E" ce received by producers 
for natural gas suppl to Chicago, cents per 
SRE SE oenieqiut diam uma. Ici 6.1 
Average heat content of natural gas supplied, British 
thermal units per cubic foot... .. b 
Average cost of natural gas supplied to C ‘hicago Dis- 
trict Pipeline Co. at Joliet for Peoples Gas Light & 
Coke Co., cents per thousand cubic feet. 
Number of residentia] customers served ‘by the 
Peoples Gas Light & Coke Co., thousands 885 
Average use per residentia] customer: 
Thousand cubic feet per year 34.8 | 
Therms per year.. 358.2 4| 
Averace cost per thousand cubic feet for residentia] 
service: | 
Dollars per thousand cubic feet 1. 08 6 | 
Cents per therm.. : 10. 5 | 
Price to residential customer for typical cooking, d 
water heating, and home heating use: 
Cents per thousand cubic feet : 78. 8 79.4 88. | 
Cents per therm è 7. | 7.7 8. D. om 


! Not available. 
1 200 therms per month Is estimated quantity used by residential customer for home heating, cooking, 
and heating water. 


Source: Moody’s Public Utility Manual, annual reports to the Federal Power Commission by the pipe 
line supeenies, American Gas Association Rate Book, 1954 Annual Report of the Peoples Gas Light & 
Coke Co. 


NoTE.—Cost and average use per customer converted from therms to thousand cuble feet equivalent ef 
natural gas as determined on basis of heat content of natural gas supplied, 
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CHICAGO 


Comparative Prices of Natural Gas 
Paid to the Producers in the Field, Paid to the Pipeline Company 
and Received by the Distributing Company 


Average for all gas used by Residential Customers 


1953 


(Source: Annual Reports to F.P.C. by Pipeline Companies; 
A.G.A. Rete Book) 


Price Received by distributing $1.05 per Mot” 
company (1035 Btu equivalent) 


Cost of distribution to 

Chicago customers 

including cost of 

transportation from 

Joliet to Chicago area 

end edditional cost of m 

Supplemental manu- $1.05 per Mcf 18 

factured gas (about 0$ equivalent to 10.1¢ 

of total supply) per therm on basis of 
heat content of natural 
gas supplied. 


ax loe received by pipeline companies 

for purchased and produced gas — 
Cost of transportation from 
field to Chicago 


Price paid to independent producere —* 
in the field 
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Cleveland, Ohio—Served by the East Ohio Gas Co.; supplied by various pipeline 
companies 


1949 


Volume supplied to East Ohio Gas, thou- 

sand cubic feet ini -.|117, 540, 187 |149, 861, 045 166, 239,739 (173, 181, 185 
Estimated average fleld price received by 

produeers for natural gas supplied to 

Cleveland, cents per thousand cubic 

BM. oes i abvbGesue á 8.97 8. 87 11. 38 
Average cost of natural gas supplied to 

East Ohio Gas, cents per thousand 

cubic feet.. È 25. 90 27. 08 27. 0 30. 27 33. 80 
Total number of gas customers in Cleve- 

land..... ` : 357, 611 365, 568 ( 391, 404 
Average cost of gas to all Cleveland cus- 

tomers, cents per thousand cubic feet 55. 33 54. 71 5 57.5 57.34 
Number of residential gas customers in 

Cleveland : F I 343, 645 359, 368, 035 
Average cost of gas to residential customer, 

cents per thousand cubic feet 58. 87 53.76 57.1 00. 39 
Average use per residential] customer, 

thousand cubic feet per year : 109. 0 ( l 148. 6 
Price to residential customer for typical 

home heating, cooking, and water heat- 

ing use, cents per thousand cubic feet !. 


S 


! 17.21 thousand cubic feet per month is quantity estimated to b« mer for space 
heating, cooking, and heating water. 

NOTE.—Principal sources of supply are Hope Natural Gas Co., Panhandle Eastern Pipe Line Co 
l'ennessee Gas Transmission, Texas Eastern Transmission Corg 

Source: Determined from data in the annual reports to the Federal Power Commission and American 
Gas Association Rate Book. 
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CLEVELAND 


Comparative Prices of Natural Gas 
Paid to the Producer in the Field, Paid to the Pipeline 
Companies and Received by the Distributing Company 


Average for all gas used by residential customers 


1953 


(Source: Annual reports to FPC) 


Price received by 
Distributing Company 


60.4 cents per MCF 


Cost of distribution 
Cleveland consumers 


Cost of yy o2. 
from fields t 


cents 
distributor 


transporta 


Price received by pipeline Ws 
companies 33.8 cents per Mcf 
I 
| 
4 


Price paid to producers in — 
Appalachian and Southwesterr 


Fields 
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Detroit, Mich.—Served by Michigan Consolidated Gas Co., supplied principally by 
Panhandle Eastern Pipe Line Co., and Michigan Wisconsin Pipe Line Co. 


1950 | 1951 |e 1953 | 1954 


Weighted average fiéld price received by producers 
for natural gas supplied to Detroit, cents per 
thousand cubic feet... 

Average cost of natural gas supplied to Detroit dis- | 
tributor, cents per thousand cubie feet 

Average cost of gas to Detroit residential customer, | 

| 


7.1 


— 
Volume supplied to Detroit, million cubic feet..... 89, 636 99, 955 104, 634 | 114, 643 | Q) 
| | 
T | 


cents per thousand cubic feet 71.1 

Average use per residential customer, thousand 
cubic feet per year 

Price to residential customer in Detroit for typical 
cooking, water heating. and home heating use,? 


eents per thousand cubic feet........ ............. 


| | 
Es .3 | 30. 
| p 
I". 
| 
| 
| 


70 


1 Not available. 
3 20,000 cubic feet per month ts quantity estimated to be used by residential customer for home heating 
cooking, and heating water. 


Nore.—T he average use per residential customer is an estimate based on the number of residential cus 
tomers and residential sales in the total Detroit area, 


Source: Determined from data in the annual renorts to the Federal Power Commission by the pipeline 
companies, and the American Gas Association Rate Book, 
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DETROIT 
Comparative Prices of Natural Gas 
Paid to the Producer in the Field, Paid to the Pipeline 
Companies: and Received by the Distributing Company 
Average for all gas used by residential customers 


1953 
(Sources: Annual reports to FPC; Moody's Public Utilities 


Price received by 
con 


dictributing company > 57.2 cents per Mef 


Cost of distribution 
to Detroit customers 


Price received by interstate : 
pipeline companies » 32.6 cents per Mcf 


Cost of transportation from 
field to distributor 


Pricc paid to producers 
in the field —— 8,9 cents per Mcí 


0.9 
cents 
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Milwaukee, Wis.— Served by Milwaukee Gas Light Co., supplied by Michigan 
Wisconsin Pipe Line Co. 





1950 | 1951 


Volume of natural gas supplied to Milwaukee Gas 

Light Co., million cubic feet !..... . 15, 699 
Weighted average, field price received by producers | 

for natural gas supplied to Milwaukee, cents per 

thousand cubic feet ! 
Average eost of natural gas at city gate, cents per 

thousand cubic feet ! 28.2 
Total number of gas customers served by Milwaukee 

Gas Light 217, 457 
Average eost of gas to all customers, dollars per 

thousand cubic feet.. 1.09 
Number of residential gas customers served by Mil- 

waukee Gas Light 209, 187 
Average use per residential customer, thousand 

cubic feet per year 33. 6 
Average cost of gas to residential customer, dollars 

per thousand cubic feet 1. 41 
Price to residential customer in Milwaukee for 

typical cooking, water heating, and home heating 

use 

Dollars per thousand cubic feet 4 
Cents per therm 


> 


! On basis of 14.735 p. s. i. a. pressure base. 

? Not available. 

3225 therms per month is quantity estimated to be 
cooking and heating water. 


NoTEeE.— Milwaukee Gas Light Co. serves Milwaukee and its suburban 
in companies’ entire distribution area. Data pertaining to customer con 
to customer are presented as equivalent to 975 British thermal units 


Source: Determined from data in: Milwaukee Gas I 
Publie Utility Manual; Annual Reports to the Federal 
Line Co., and the American Gas Association Rate Book. 
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MILWAUKEE 
Comparative Prices of Natural Gas 
Paid to the Producers in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 
Average for all gas used by residential customers 


1953 
Annual Reports to FPC; Moody's Public Utilities) 


(Source: 


Price received by 


distributing company $1.26 per Mcf 


Cost of distribution to 
Milwaukee customers 


Price received by pipeline 
company — a 


Cost of transportation 
from field to distributor 


Price paid to producers in 
the field 5 $.095 per Mcf 
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Minneapolis, Minn.—Served by M — Gas Co., supplied by Northern Natural 
ras Co. 


1951 1952 


Volume supplied to Minneapolis Gas Co., million 

cubic feet ! 
Weighted average field price received by producers 

for natural gas supplied to Minneapolis cents per 

thousand cubic feet ! 
Average cost of natural gas supplied at city gate, cents 

per thousand cubic feet ! 17.4 18.9 
Total number of gas customers served by Minne- 

apolis Gas Co 157,787 | 164,761 | 171, 528 
Average cost of gas to all customers, cents per thou | 

POEM Li qavaddpmumeq bdo E A Api miit 52.8 49.2 56.7 
Number of residential gas customers served by Min- | | 

neapolis Gas Co 150,415 | 157,008 | 163,395 | 169, 523 
Average use per residential gas customer, thousand 

cubic feet per year 103. 2 118.2 121. 5 128. 8 
Average cost of gas to residential customer, cents per 

Ye i iMhEberobe n 6e ds 75.4 | 69.4 78.5 81.7 
Price to residential customer in Minneapolis for | | | 

typical cooking, water heating, and home heating | | 

use, cents per thousand cubic feet ? | 55.6 65.0 | 75.3 


1 On basis of 14.73 p. s. 1. a. pressure base. 
* Not available. 


3 23.5 thousand cubic feet per month quantity eetimated to be used by residential customer for home 
heating, cooking, and water heating. 


Note.—Minneapolis Gas Co. serves gas in Minneapolis and 16 surrounding communities, The mar- 
keting data presented herein are total for company. 


Source: Annual reports to the Federal Power Commission by Northern Natural Gas Co., Moody’s 
Public Utility Manual, and American Gas Association Rate Book. 
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MINNEAPOLIS 
Comparative Prices of Natural Gas 
Paid to the Producers in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 


Average for all gas used by residential customers 


1953 
(Source: Annual Reports to FPC: Moody's Public UtilMties) 


Price received by 
distributing company — 81.7 cents per Mcf 


Cost of distribution to 
Minneapolis customers 


Price received by pipeline 
company 20.2 cents per Mcf 


Cost of transportation 
from field to distributor 


Price paid to producers in > 9.8 cents per Mcf 
the field 
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Nashville, Tenn.—Served by the Nashville Gas Co.; supplied by Tennessee 
Natural Gas Lines, Inc., from Tennessee Gas Transmission Co. 


| | I 
| 1949 | 1950 | 1951 1952 1953 | 1954 
I I i 


— —— — — — — — — — — — — — 


| 
Volume of natural gas supplied to Nash- | 


ville Gas Co., thousand cubic feet 3, 982,053 |4, 351, 112 15, 897, 077 17, 068, 449 
Weighted average fleld price received by 

wroducers for natural gas supplied to | 

Nashville, cents per thousand cubic feet. 4.6 5.1 
Average cost of natural gas at Nashville 

city gate, cents per thousand cubic feet 17.6 24. 8 24.0 
Price to residential customer in Nashville 

for typical eooking and water heating 

use,' cents per thousand cubic feet 
Price to residential customer in Nashville 

for typical cooking, water heating, and 

home heating use,? cents per thousand 

cubic feet k i 87.0 


9, 195, 517 


6.6 9. 10. 6 


30. 5 


90. 6 


125 therms per month (2.4 M c. f. 0f 1,043 B. t. u. natural gas) is quantity estimated to be used by a resi- 
dential customer for cooking and water heating. 

? 140 therms per month (13.4 M c. f. of 1,043 B. t. u. natural gas) is quantity estimated to be used by à 
residential customer for cooking, water heating, and home heating 


NoTE.—Therm equals 100,000 B. t. u.'s, 1,043 B. t. u.'s per cubic foot is the average heat content of th 
natural gas supplied. 


Source: Moody's Public Utility Manual, annual reports of the pipeline companies to the Federal! 
Commission, and the American Gas Association Rate Book. 
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NASHVILLE 
Comparative Prices of Natural Gas 
Paid to the Producers in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 
For 13.4 Mcf of Monthly Residential Uses, 
Including House Heating 


1953 
(Source: Annual reports to FPC; Rate Service, A.G.A.) 
— —— 


Price received by 
distributing company 


— — — 
Cost of distribution to 
Nashville customers | 


90.6 cents per Mef 


Price received by pipeline 
company — d 30.5 cents per Mef 


Cost of transportation to 
distributing company 


Price paid to producers in 
the field — 10.6 cents per Mcf 
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City of New York, N. Y.—Served by Consolidated Edison of New York, supplied by 
Transcontinental Gas Pipe Line Co. 


Weighted average field price received by independent pro- 
ducers for natural gas supplied to city of New York, cents 
per thousand cubic feet.. 1 

Volume of natural gas supplied at city gate, billion cubic feet__| 

Average cost of natura) gas delivered to Consolidated Edison, 
cents per thousand cubic feet . 

Average use per residential customer, thousand cubic feet per | 
year... | f 13.71 13. 64 

Average cost per ‘thousand cubic feet for residential service, 

GNE eta aon * 2.62); 2.53| 2.43 


1950 E 1951 
coat) N 
I 
| 
| 


NoTE.— Data for average cost and use per residentia] customer are on equivalent basis for 1,055 British 
thermal units natural] gas. Consolidated Edison serves both straight natural and mixed gas. This data 
applies to all of Consolidated Edison's service area, consisting principally of Manhattan, Bronx, and por- 
tions of Queens and Westchester County. 


Source: Annual Reports to the Federal Power Commission by the pipeline companies, Moody's Public 
Utility Manual, and Consolidated Edison's Annual Reports to the New York State PSC. 
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NEW YORK CITY and WESTCHESTER COUNTY 
Service Area of Consolidated Edison Company, Inc. 


Comparative Prices of Natural Gas 
Paid to the Producers in the Fields, Paid to the Pipeline Company 
and Received by the Distributing Company 


Averages for all natural gas used by residential customers 
1954 


(Sources: Annual Reports to F.P.C. and New York Commission) 


Price received by distributing —»> $2.42 per Mcf 
company (1055 Btu equivalent) 


Cost of distribution to 
customers in New York 
and Westchester combined, 
including cost of 
Supplemental gas from 
coal and oil (about 10% 
of total gas distributed) 


Price received by pipeline 
company $ .313 per Mcf 


Coet of transportation from 


field to distributor T 
Price paid to producere ipn .—» $ .078 per Mcf 
the field 
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Philadelphia, Pa.—Serv»ed by Philadelphia Gas Works Division of United Gas 
Improvement Co., supplies by Transcontinental Gas Pipe Line Corp. and Texas 
Eastern Transmission Corp. 





Volume of natural gas supplied to Philadelphia Gas 
Works at city gate, million cubic feet 

Weighted average field price received by producers 
for gas supplied to Philadelphia, cents per thou- 
sand cubic feet 

Average cost of natural gas at city gate, cents per 
thousand cubic feet 

Price to residential eustomer for typical cooking and 
water heating use,! dollars per thousand cubic feet 

Price to residential customer for typical cooki 
water heating, and home heating use,? dol 
thousand cubic feet 


ms per month (2,500 cubic feet of 1,000 Br 
to be used by a residential customer for cooking and heating water 
2 160 therms per month (16,000 cubie feet of 1,000 British thermal units 
to be used by a residential customer for cooking, water heating I 
NOTE.—10 therms equal 1 million British 
thermal units natural gas. Prices to re 
thermal units gas. Mixed gas of lower heat cor 
Source: Annual reports of pipeline compani 


Association Rate Book. 
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PHILADELPHIA 
Comparative Prices of Natural Gas 
Paid to the Producer in the Field, Paid to the Pipeline 
Company and Received by the Local Distributor 
For 16 Mcf of Monthly Residential Uses 
Including House Heating 


1953 
(Source: Annual Reports to FPC; Rate Service, A.0.A.) 


Price received by 


distributing company $1.36 per Mcf 


Cost of distribution to 
Philadelphia customers, 
including higher cost 
supplemental manufactured 
gas 


Price received by interstate | d 
pipeline company E | $,36 per Mcf 


Cost of transportation to 
Philadelphia city gate 


Price paid to producers 
in the field 
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Richmond, Va.—Served by a municipal system supplied by Commonwealth Natural 
Gas Corp. 


| 1949 | 1950 | 1951 | 1952 | 1953 | 1954 


Estimated average field price received by producers 
for gas supplied to Richmond, cents per thousand | 
cubic feet a ea Se 

Volume of natural gas supplied to city of Richmond, | 
million cubic feet i 

Average cost of natural gs 
cents per thousand cubic feet... s 

Price to residential customer in Richmond for typical 
cooking and water heating use,! dollars per thousand 
cubic feet. — eee es p 

Frice to residential customer in Richmond for typical 
cooking, water heating, and home heating use,? 
dollars per thousand cubic feet...... imis 1. 66 : 1 ( 53 


1 2.27 thousand cubic feet per month is quantity estimated to be used by residential customer for this use, 

213.18 thousand cubic feet per month is quantity estimated to be used by residential customer for this use, 

Souree: Annual reports to the Federal Power Commission by Commonwealth Natural Gas Corp, and 
other supplier pipeline companies, and the American Gas Association Rate Book, 

NoTE.—Natural gas was introduced in 1950, 1949 prices to residential customer are on equivalent basis of 
1,100 British thermal units natural gas. Prices to residential customers are those in effect Dec. 15 of each 
year and include 5 percent city utility tax. 
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RICHMOND 
Comparative Prices of Natural Gas 
Paid to the Producers in the Field, Paid to the Pipeline 
Company, and received by the Distributing Company 
For 13.2 Mcf of Monthly Residential Uses 
Including House Heating 


1953 


(Source: Annual Reports to the FPC, Rate Service; A.G.A.} 


Price received by 
distributing company 1,53 per Mcf 


Cost of distribution to 
Richmond consumers 


Price received by interstate 
pipeline company — $.525 per Mcf 


Cost of transportation 
from field to distributing 
company 


Price paid to producers in 
the field $.11 per Mcf 
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St. Louis, Mo.—Served by the Laclede S Co., supplied by Mississippi River Fuel 
orp. 


1949 1950 1951 1952 


Volume of natural gas supplied to Láclede Gas Co., 

million cubic feet 13, 773 | 30,340 | 37, 423 44,703 | 48,454 
Estimated average field price received by producer for 

natural gas supplied to St. Louis, cents per thousand 


5.9 8.0 i 9.5 | 9.8 

A verage cost of natural gas to Laclede Gas Co., cents 

per thousand cubic feet b 20.7 24.7 . 27.2 | 
— heat content of natural gas supplied in British 

thermal units per cubic feet 1,033 | 1,043 $ 1, 063 
Number of residential] customers served by Laclede 

Gas Co., thousands I i 309. 4 7.6 | 323.4 
Average use per residential customer, thousand cubic 

feet per year 7 b j 73.2 2. 72.3 
Average cost of gas to residential customer, cents per 

thousand cubic feet... : . i 94. 5 
Price to residential customer in St. Louis for typical 

cooking, water heating, and home heating use,? 

cents per thousand cubic feet . 6 y 81.2 


t Not available. 
3 160 therms per month is quantity estimated to be used by a residental customer for space heating, cook 
ing, and heating water. 


Source: Annual Reports to the Federal Power Commission by Mississippi River Fuel Corp. Laclede 
Gas Co.’s Annual Report to Stockholders for 1950, prospectus dated Dec. 1, 1954, and American Gas Asso- 
ciation Rate Book. 

Notr.—Laclede Gas Co. serves city and county of St. Louis. Converted to straight natural gas between 
May and December 1949. Sales data in therms converted to thousands of cubic feet on basis of heat content 
of natural gas purchased, 
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ST. LOUIS 
Comparative Prices of Natural Gas 
Paid to the Producer in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 
For 16 Mcf of Monthly Residential Uses 
Including House Heating 


1953 
(Source: Annual Reports to FPC; Rate Service, A.G.A.) 


Price received by 
distributing company > 91.0 cents per Mcf 


Cost of distribution to 
St. Louis customers 


Price received by interstate 
pipeline company > 27.2 cents per Mcf 


Cost of transportation to 
St. Louis city gate 


Price paid to producers in 
the field > 9.5 cents per Mcf 
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Washington Gas Light Co. (Consolidated) —Supplied by Atlantic Seaboard Corp. 


Estimated average field price received by pro- 
ducers for natural gas supplied to Washing- 
=n Gas Light Co., cents per thousand cubic 


t 
Volume of natural gas supplied to company, 
million cubic feet per year 


Average cost of natural gas delivered to com- | 


pany, cents per oani cubic feet i 
Heat content of natural gas delivered by c com- 
pany, British thermal units per cubic foot 


Total number of customers (meters) served by | 


company 
Average cost of gas for all types of services: 
Cents per therm.. Bos 
Dollars per thousand cubic feet 


Number of residential (meters) customers | 


served by company... 

Average use per residential customer: 
Therms per year...... : 
Thousand cubic feet per ‘ye: ir.. 

Average cost for residential use: 
Cents per therm... 


Dollars per thousand cubic feet.............| 


1 Not available, 


1950 


mS 


18, 398 
33.2 


1, 100 | 


268, 913 | 


12.0 


1. 32 | 


249, 600 


606 | 
85.1 | 


12.2 


1.34 | 


| 





1951 


7. 7 

21, 738 
33. 3 

1, 100 
286, 066 


11.9 
1.31 


264, 620 


676 | 


61.5 


12. 0 
1. 32 





1952 


8.5 
25, 086 
40. 6 


1, 087 


302, 191 


1953 





11.0 | 
26, 433 | 


1954 


Í 
12.5 
30, 170 
41. 36 
1, 054 


7 | 325, 115 


Source: Determined from company prospectus dated Mar. 8, 1955, and annual reports to the Federal 
ower Commission by Atlantic Seaboard Corp. 
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WASHINGTON, D. C. 
Comparative Price of Natural Gas 
Paid to the Producer in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 
Averages for all gas used by residential customers 


1953 
(Source: Annual reports to the FPC) 


Price received by iiid I. $1.39 per Mcf 


distributing company 
Cost of distribution to 
Washington customers 
=> 


Price received by interstat 


$.45 per Mef 
pipeline company 


Cost of transportation from 


field to distributor | 


Price paid to producers ~__» $.11 per Mef 
in the field 
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APPENDIX Il 
CHANGES IN EXISTING LAW MADE BY THE BILL 


In compliance with clause 3 of rule XITI of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed iu italics, existing 
law in which no change is proposed is shown in roman): 


NATURAL Gas Act, as AMENDED 


Src. 2. When used in this Act, unless the context otherwise requires— 

(1) “Person” includes an individual or a corporation. 

(2) “Corporation” includes any corporation, joint-stock company, partner- 
ship, association, business trust, organized group of persons, whether incorporated 
or not, receiver or receivers, trustee or trustees of any of the foregoing, but shall 
not include municipalities as hereinafter defined. 

(3) “Municipality” means a city, county, or other political subdivision or 
agency of a State. 

(4) “State” means a State admitted to the Union, the District of Columbia, 
and any organized Territory of the United States. 

(5) *Natural gas" means either natural gas unmixed, or any mixture of natural 
and artificial gas. 

(6) *Natural-gas company" means a person engaged in the transportation of 
natural gas in interstate commerce, or the sale in interstate commerce of such 
gas for resale. 

(7) "Interstate commerce" means commeree between any point in a State 
and any point outside thereof, or between points within the same State but through 
any place outside thereof, or between amy point in a State and any foreign nation, 
but only insofar as such commerce takes place within the United States. 

(8) **State commission" means the regulatory body of the State or municipality 
having jurisdiction to regulate rates and charges for the sale of natura! gas to 
consumers within the State or municipality. 

(9) * Commission" and “Commissioner” means the Federal Power Commission, 
and à member thereof, respectively. 

(10) ** Transportation of natural gas in interstate commerce" means only such 
transportation of natural gas in interstate commerce as occurs after the completion in 
or within the vicinity of the field or fields where produced of all production, gathering, 
processing, treating, compressing and delivering of such natural gas into the trans- 
portation facilities of a person engaged in transporting, in such transportation facili- 
(ies, natural gas in interstate commerce beyond the vicinity of the field or fields where 
produced, 

(11) “Sale in interstate commerce of natural gas for resale" means only such sale 
tn interstate commerce of natural gas for resale as occurs after the commencement 
of the transportation of such natural gas in interstate commerce as defined in para- 
graph (10), dut does not include any sale which occurs.in or within the vicinity of the 
field or fields where produced at or prior to the commencement of such transportation 
tn intersiate commerce of the natural gas. 


* E * * s * * 


FIXING RATES AND CHARGES; DETERMINATION OF COST OF PRODUCTION OR 
TRANSPORTATION 


SEc. 5. (3) Whenever the Commission, after a hearing had upon its own motion 
or upon complaint of any State, municipality, State commission, or gas distribut- 
ing company, shall find that any rate, charge, or classification demanded, ob- 
served, charged, or collected by any natural-gas company in connection with any 
transportation or sale of natural gas, subject to the jurisdiction of the Commis- 
sion, or that any rule, regulation, practice, or contract affecting such rate, charge, 
or classification is unjust, unreasonable, unduly ,discriminatory, or preferential, 
the Commission shall determine the just and reasonable rate, charge, classifica- 
tion, rule, regulation, practice, or contract to be thereafter observed and in force, 
and shall fix the same by order: Provided, however, That the Commission shall 
have no power to order any increase in any rate contained in the currently effec- 
tive schedule of such natural-gas company on file with the Commission, unless 
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such inerease is in accordance with a new schedule filed by such natural-gas com- 
pany; but the Commission may order a decrease where existing rates are unjust, 
unduly discriminatory, preferential, otherwise unlawful, or are not the lowest 
reasonable rates. 

(b) When an increase in any rate er charge for natural gas is filed with the Com- 
mission by a natural-gas company and is based in whole or in part upon any contract, 
executed or renegotiated after the date this subsection takes effect, for the purchase of 
natural gas from a person other than an affiliate, the Commission shall determine, 
unless there has been a prior determination under subsection (c) of this section, 
whether the price at which the natural-gas company has contracted to buy such natural 
gas is the reasonable market price thereof at the point at which the gas is delivered 
into the transportation facilities of the natural-gas company in or within the vicinity 
of the field or fields where produced. — After such determination, the natural-gas com- 
pany shall be allowed to charge as an operating expense for natural gas purchased 
under the contract only such part of the contract price as does not exceed such reason- 
able market price. In determining the reasonable market price of natural gas under 
the provisions of this section 5, the Commission shall consider, among other things, 
whether such price has been competitively arrived at, the effect of the contract upon 
the assurance of supply, and the reasonableness of the provisions of the contract as 
they relate to existing or future prices. 

(c) The Commission shall determine upon application by a natural-gas company, 
or may delermine upon the Commission's own motion, after notice and opportunity 
for hearing, whether the price to be paid for natural gas under the provisions of any 
contract executed or renegotiated afier the date this subsection takes effect is the reason- 
able market price thereof at the point at which the gas is to be delivered into the trans- 
portation facilities of the natural-gas company in or within the vicinity of the field 
or fields where produced. After such delermination, the natural-gas company shall 
be allowed to charge as an operating expense for natural gas purchased under the 
contract, for the purposes of rates or charges thereafter filed by it under this Act, only 
such part of the contract price as does not exceed such reasonable market price. 

(d) When an increase in any rate or charge for natural gas, filed with the Com- 
mission by a natural-gas company after the date this subsection takes effect, is based 
in whole or in part on an increase in price under the provisions of an escalation clause 
in any contract, other than a contract to which subsection (b) applies, for the purchase 
of natural gas from a person other than an affiliate, the Commission shall determine 
whether the price as so increased is the reasonable market price of the natural gas at 
the point at which the gas is delivered into the transportation facilities of the natural- 
gas company in or within the vicinity of the field or fields where produced. When 
the Commission has made such determination, the natural-gas company may charge 
as an operating expense for natural gas purchased under the contract only such part 
of the increase in price as results in a price which does not exceed such reasonable 
market price. As used in this section 5, the term “escalation clause” means any pro- 
vision in a contract for the purchase of natural gas the operation of which may result 
in an increase in the price of the natural gas sold under the contract, but such term does 
not include (1) any provision for increases, by specific amounts, in the price of the 
natural gas at definite dates in the future, or (2) any provision under which the natural- 
gas company agrees to reimburse the seller of the gas for any increase in taxes which 
may be levied upon such seller after a specified date. 

(e) Whenever, in connection with an increase in the price of natural gas under the 
provisions of an escalation clause, the Commission, pursuant to subsection (d), has 
made a determination as to the reasonable market price of such natural gas, the natural- 
gas company shall be obligated to pay only such part of the increase in price as results 
in a price which does not exceed such reasonable market price; and, except as otherwise 
provided in this subsection, the contract containing such escalation clause shall continue 
in effect according to its terms as though this subsection had not been enacted. 

(f) In regulating the rates and charges of a natural-gas company, the Commission 
shall allow as an operating expense of such natural-gas company, for natural gas 
produced by it, the reasonable market price of such natural gas at the point at which 
the gas is delivered into the transportation facilities of the natural-gas company in or 
within the vicinity of the field or fields where produced, and for gas purchased from 
an affiliate, the amount paid to such affiliate for such gas up to but not in excess of the 
reasonable market price of such natural gas at the point at which the gas is delivered 
into the transportation facilities of the natural-gas company in or within ihe vicinity 
of the field or fields where produced. 

(g) For the purpose of this section 5, a person shall be held to be an affiliate of a 
natural-gas company if such person controls, is controlled by, or is under common 
control with, such natural-gas company. 
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[(b)] (h) The Commission upon its own motion, or upon the request of any 
State commission, whenever it can do so without prejudice to the efficient and 
proper conduct of its affairs, may investigate and determine the cost of the pro- 
duction or transportation of natural gas by a natural-gas company in cases where 
the Commission has no authority to establish a rate governing the transportation 
or sale of such natural gas. 


* * * * * * * 


EXTENSION OF FACILITIES; ABANDONMENT OF SERVICE 


Sec. 7. (a) * * * 
* * B * * J 


(e) Except in the cases governed by the provisos contained in subsection (c) 
of this section, a certificate shall be issued to any qualified applicant therefor, 
authorizing the whole or any part of the operation, sale, — construction, 
extension, or acquisition covered by the application, if it is found that the applicant 
is able and willing properly to do the acts and to perform the serviee proposed and 
to conform to the provisions of the Aet and the requirements, rules, and regula- 
tions of the Commission thereunder, and that the proposed service, sale, operation, 
construction, extension, or acquisition, to the extent authorized by the certificate, 
is or will be required by the present or future public convenience and necessity; 
otherwise such application shall be denied. The Commission shall have the power 
to attach to the issuance of the certificate and to the exercise of the rights granted 
thereunder such reasonable terms and conditions as the publie convenience and 
necessity may require. Notwithstanding the foregoing provisions of ihis sub- 
section, in passing upon an application for a certificate which is supported by a 
natural gas purchase contract, the Commission shall consider whether the price to be 
paid for such natural gas is the reasonable market price thereof at the point at which 
the gas is to be delivered into the transportation facilities of the nat ural- -gas company 
in or within the vicinity of the field or fields where produced, considering, among 
other things, whether such market price has been competitively arrived at, the effect 
of the contract upon the assurance of supply, and the reasonableness of the provisions 
of the contract as they relate to existing or future prices. 


APPENDIX III 


REpor?T oF FEDERAL PowER Commission on H. R. 4560 ann H. R. 4675 
RELATED Bitts To AMEND THE Naturat Gas Act 


FEDERAL POWER COMMISSION, 
Washington 25, March 21, 1955. 
Hon. Percy J. PRIEST, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

DEAR CHAIRMAN PnurEsT: A number of bills to amend the Natural Gas Act 
have been introduced, including H. R. 4560 and H. R. 4675, and we have been 
advised that the House Committee on Interstate and Foreign Commerce will 
hold hearings on all these measures on March 22, 1955. Time has not permitted 
us to submit an exhaustive analysis of each of these bills. We are herewith 
submitting our views on the basic proposition which is inherent in H. R. 4560 
and H. R. 4675. 

The members of the Federal Power Commission consider that, às an arm of the 
legislative branch of the Federal Government, its first responsibilitv has been, 
and is, to construe, administer, and applv the several aets under which the Com- 
mission functions in strict accordance with the congressional intent 

Because of its close association with the legislative considerations and events 
preceding the enactment of the Natural Gas Act and its singular interest in and 
relationship to the act thereafter, this Commission has felt itself peculiarly able 
to interpret the intent of Congress with respect thereto. Thus, when in about 
2 vears after the passage of the act there was presented to it for decision the first 
case involving the issue, namely Columbian Fuel Corporation (Docket No. G-143, 
June 29, 1940, 2 F. P. C. 200), the Commission (with one member dissenting) 
had no difficulty in choosing between an interpretation of its authority based 
upon its so recent knowledge and experience and a purely legalistic rationaliza- 
tion of a much broader jurisdiction. It was then, and it continued to be, the 
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Commission's conviction that it was not the intention of the Congress to subject 
to regulation under the Natural Gas Act all persons whose only sales of natural 
gas in interstate commerce are made during, or as an incident to and immediately 
upon completion of, such person's production and gathering of said natural gas 
and who are not otherwise subject to the jurisdiction of the Commission. 

It was then, and it continued to be, the opinion of the Commission that in the 
&ct Congress had carefully and deliberately restricted the powers of the Commis- 
sion so as to prohibit the exercise of authority over the production and gathering 
of natural gas including sales of gas made as an incident to such production and 
gathering. Even then we recognized that, because of the interrelationship 
between the natural gas and oil industries, to make regulation of producers and 
gatherers of natural gas effective would require statutory authority of much 
wider scope than that afforded by the Natural Gas Act. The course of the 
Commission thereafter has been completely consistent with that view. 

However, because of apparent doubts in the minds of many as to the position 
of the courts on the question, in 1947, following the Supreme Court’s decision in 
the Interstate Natural Gas Company, Inc. (331 U. S. 682), the Commission unani- 
mously (Commissioners Draper, Olds, Smith, and Wimberly) urged the enaet- 
ment of legislation, H. R. 4099, the so-called Priest bill, in the 80th Congress to 
reaffirm what to it was the clear congressional intent. Soon thereafter the 
Commission reiterated its position in its Order No. 139. Although that order 
was subsequently revoked, no decision of the Commission inconsistent withits 
position in the Columbian Fuel case, supra, has ever been issued. Thus, when 
the question was again presented to us /n the Matter of Phillips Petroleum Com- 
pany (10 F. P. C. 246 (1951)), having found that Phillips was an independent 
producer of natural gas, that the sales involved were sales in interstate commerce 
of natural gas for resale for ultimate public consumption, and that such sales 
were made after the completion of production and gathering, but that they were 
incidental to production and gathering, the Commission found and concluded 
that such sales were excluded from the operation of the Natural Gas Act. 

But, as you are aware, upon review the United States Supreme Court refused 
to concur in the Commission’s conclusion. That Court’s decision in the Phillips 
case, supra, rendered on June 7, 1954, held that the Federal Power Commission 
must exercise jurisdiction over companies (even though not otherwise natural 
gas companies), who are engaged in the sale in interstate commerce of natural 
gas for resale made after the completion of production and gathering, whether 
or not incidental thereto. In the light of that decision, it has become the duty 
of the Federal Power Commission to include such independent producers within 
the scope of its regulation. 

Consequently, when we received the mandate from the Court in the Phillips 
case, we issued an order prescribing regulations governing the filing of rate sched- 
ules and applications for certificates of public convenience and necessity by 
producers and gatherers of natural gas which sell gas in interstate commerce for 
resale and since those rules have become effective we have undertaken to bring 
under our regulation the thousands of companies which are so engaged. As of 
February 28, 1955, 5,673 certificate applications and 10,042 rate filings had been 
submitted to the Commission by so-called independent producers. 

Our experience with the application of the provisions of the Natural Gas Act 
to such producers and gatherers has demonstrated the difficulties which are in- 
volved. Many suits have been filed to test the validity of such rules, and it is 
clear that the Commission may expect to be involved for many years in legal 
proceedings on those and numerous other questions which have arisen and which 
will arise. However, we have not yet reached the point of really coming to grips 
with all the detailed problems which are involved. 

The question remains, however, whether the Supreme Court’s decision in the 
Phillips case, supra, reflects the true publie interest, or whether legislation amend- 
atory to the Natural Gas Act is needed for that purpose. It is the considered 
opinion of the majority of this Commission that legislation should be enacted 
which will exempt from the operations of the Natural Gas Act independent 
producers and gatherers of natural gas who sell gas at wholesale to pipeline 
companies engaged in the transportation and sale in interstate commerce of 
natural gas for resale, but who do not themselves engage in the interstate trans- 
portation or subsequent sale of such gas, 

It is our understanding that H. R. 4560 and H. R. 4675 are intended to accom- 
lish that purpose, and upon that basis we recommend passage of such legislation, 
Je support this proposed legislation because we firmly believe that such legisla- 

tion will in the long run result in the greatest good to the largest number of people 
of this country. 
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We shall endeavor to state the reason for our belief as briefly as possible. 

The preduction of crude oil and its products, which include natural gas, is 
essentially a mining operation. When the crude oil reaches the surface of the 
earth and is thus reduced to possession it is treated as a commodity in all respects 
similar to coal, iron, copper, and other products of the mine, No reason can be 
seen why natural gas should be so classified and thus regulated while leaving coa! 
or oil comp letelv free of regulation. If one of those fuels is to be subjected to 
regulation, they all should be. 

It is obvious that, if the use of an original cost rate base method of pricing 
natural gas results in fixing the price of natural gas at a price lower than the 
equivalent price of other fuels, the natural gas will, if it remains available for 
interstate commerce, inevitably drive competing fuels from the markets, and 
thus hasten the exhaustion of this irreplaceable natural resource. 

We are firmly convinced, from every aspect of public interest and particularly 
the+ of national defense, that Congress should not single out natural gas as the 
only one among those fuels over which an artificial ceiling should be placed. 

If it be true that the business of producing natural gas is a service which is not 
competitive, and is a monopoly, or at least has many monopolistic characteristics, 
ac does the electric industry, the tclephone industry, and the gas transmission 
and distribution industries, then we would readily agree that the gas production 
industry should be regulated.  ijven then, however, we believe that the effect 
of such regulation on the oil and coal industries would be a matter of grave 
concern and something that would have to be taken into consideration in fixing 
gas producers’ prices. 

We have heard no demand that the oil production industry should be regulated 
as a public utility, and do not understand why natural gas production should be so 
regulated, and oil production should remain unregulated. 

Public utility regulation controls monopolies. but at the same time it must 
necessarily protect them, and it supersedes to a great extent, if not completely, 
the factor of competition. Such regulation has never been able to supply the 
incentive for economy which adequate competition provides in unregulated 
industries. 

Before all the advantages of competition are discarded, it should be definitel: 
ascertained that competition in the natural gas industry is inadequate, and cannot 
be made adequate by any legal means. We are of the opinion that the gas- 
producing industry does not have the characteristics of public utilities which 
must and should be monopolies, and is the type of industry in which competitio: 
may flourish, and that any lack of competition or any unfair competition, if any, 
should and can be dealt with by proper application of our antitrust laws. 

In recent years there has been a tremendous increase in demand by domestic 
customers for the relatively cheap and yet clean and highly efficient fuel, natura! 
gas. At the same time, the evolution of industrial techniques has also created 
constantly increasing markets for this fuel. Natural gas is now served or author- 
ized to be served in every State of the Union except Vermont. In 1953, some 
55% billion therms of natural and mixed gas were sold to nearly 24 million cus- 
tomers of gas utilities in the United States. There has resulted from the con- 
juncture of those economic factors some increase in the price of natural gas from 
the producer to the pipeline company—in 1953 the average price paid by natural- 
gas companies for gas purchased from others was 9.1 cents per thousand cubic 
feet—and this, despite the fact that proven reserves of natural gas have continued 
to increase at a more rapid rate than annual production. Proved recoverable 
natural-gas reserves have risen from 147.8 trillion Mef at the end of 1945 to 211.7 
trillion Mef at the end of 1954. In 1954, however, the increase in reserves was 
vastly smaller than during any previous year for which reliable estimates ar 
available. 

There is good reason to believe, however, that even prior to the Phillips decisio: 
large amounts of natural gas chiefiy produced by oil companies in conjunctio: 
with their production of oil, their primary interest, had been withheld from the 
market served by interstate pipeline companies because of the uncertainty of the 
law and, to them, the risk of regulation. We believe that the passage of the 
proposed bill would release large amounts of gas to consumer markets in inter- 
state commerce and at the same time, as has been indicated, provide sufficient 
restraint upon the price of such gas as to eliminate the danger of exorbitant rates. 
In fact the release of such gas would itself, we believe, act in great measure as 
such a restraint. 

It would permit also, it is believed, the execution of contracts between producer 
and pipeline company which would assure to the producer reasonable adjustments 
in the price of his product over a period of time sufficient to justify the expenditure 
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of the large sums of money required for pipeline projects. Without such long- 
term contracts such projects could not be financed on favorable terms, nor would 
the Commission feel justified in authorizing their construction and operation. 
On the other hand, we have serious doubts whether, facing the prospect of con- 
tinuous regulation of their rates, possibly on a cost basis, many producers not 
presently selling their gas in interstate commerce, and having available other 
large intrastate markets, would be willing to enter into such long-term contracts. 

We are aware, also, that the availability of large quantities of gas which have 
been withheld by the producers from interstate markets because of the threat of 
that type of limitation on prices has resulted, and will, we believe, continue to 
result in the establishment in the areas where natural gas is produced, in preference 
to other areas, of petrochemical and other plants using large volumes of natural 
gas, as well as the movement of industries from points outside of and remote from 
them into areas in which such intrastate gas is available. It is certainly not 
beyond the bounds of reason that, without some legislation such as that here 
proposed, remote domestic and other natural gas consumers may find themselves 
facing, not only a diminishing supply of such gas, but the fact that some of the 
industries upon which the economy of their communities depend may have 
removed from their midst. 

In the process of ratemaking the Commission, prior to its decision In the 
Matter of Panhandle Eastern Pipe Line Company (Opinion No. 269, issued April 
15, 1954), had treated the producing facilities of the pipeline company in the same 
manner as all of its other facilities; namely, as a part of the net investment rate 
base to which was applied a reasonable return. That treatment resulted in 
indefensible discrimination between the pipeline company and the independent 
producer from which the pipeline company had purchased part of its required 
supply. In its opinion in the Panhandle case, supra, the Commission pointed to 
the decline of Panhandle’s own production.from 52.4 percent of its sales in 1942 
to 22.6 percent in 1952, and explained why it is in the public interest for pipeline 
systems to have production of their own, rather than being wholly dependent 
upon purchases from nonaffiliated producers (Opinion No. 269, mimeographed 
edition, pp. 31-35). Similarly, in 1940 eight major pipelines produced more than 
47 percent of the natural gas they transported and sold, whereas in 1952 only 18/4 
pereent of their total requirements were produced by 15 major systems then 
operating in interstate commerce. It had resulted, as was inevitable, in the dis- 
posal by some pipeline companies of such properties and the avoidance by others 
of the ownership and operation of gas-producing properties and facilities. Fur- 
thermore, the treatment had given scant attention to the economic aspect of the 
problem involved in the gas supply or the long-run economic consequences of the 
application of that treatment. We believe that the proposed legislation would 
clearly sanction the course which we there took, wou'd result in equal treatment 
of producers of gas, whether pipeline companies or independent producers, would 
eneourage the ownership and operation by pipeline companies of their own pro- 
ducing and gathering properties, and would definitely zd conclusively eontribute 
to the soundness and the security of the sources of gas supply, and the mainte- 
nance of adequate service. Those results would, inevitably, redound to the 
benefit of the domestic, as well as other customers, and, it is our belief, would 
achieve in the long run lower rates for natural gas. While we are interested in 
reasonable rates, we must be equally concerned with the financial stability of the 
utilities under our jurisdiction, the safety of the investments which have been 
made in them, and, of equal or greater importance, the continued maintenance 
of adequate gas service to all of the ultimate consumers who have invested many 
millions of dollars in gas furnaces and other gas-using equipment. Residential, 
commercial, and industrial consumers throughout the United States have come 
to rely increasingly upon this premium fuel, which in 1920 provided less than 4 
TU wa of our total energy requirements, as compared with over 23 percent in 

953. 

Only time can tell just what effect Federal regulation of rates charged by pro- 
ducers and gatherers, for gas which they sell in interstate commerce, will have 
upon the exploration and discovery of natural gas. It has been generally recog- 
nized that regulation to effectuate the conservation of gas and oil as natural re- 
sources is a function which should be performed by the several States invol ed. 

In the Interstate case to which reference has been made, the Supreme Court 
stated that the jurisdiction of the Commission under the Natural Gas Act does 
not attach where rate regulation by the Commission would be inconsistent or a 
substantial interference with the exercise by the State of its regulatory function. 
In our decision in the Phillips case, supra, we found that our regulation of sales 
made in the process of production and gathering would, by its very nature, be 
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inconsistent or constitute a substantial interference with such regulation of pro- 
ducers and gatherers by the States. But the answer of the Court to that finding 
was “that the jurisdiction of the Federal Power Commission was not intended to 
vary from State to State, depending upon the degree of State regulation and 
State opposition to Federal control." 

The fact remains that the fixing of rates of producers for gas sold in interstate 
commerce for resale will inevitably conflict with the recognized power of the States 
to regulate producers for purposes of conservation. While the latter process must, 
under such cireumstances, yield to the authority of the Federal Government, the 
effect upon the exploration and development of natural gas resources must be, it 
is believed, far reaching. 

We believe that a sound fuel policy is essential to a robust and expanding inter- 
nal economy and to the successful development of the national defense. We 
believe that no sound fuel policy can be erected upon such discrimination as pres- 
ently exists against natural gas and in favor of other competitive fuels. We be- 
lieve further that such a policy requires the exploration and development of our 
oil and natural gas resources against a background of free competitive enterprise 
restricted only by appropriate State conservation regulation. Consequently, we 
believe that the Federal Government should not undertake the control or the 
regulation of rates of those engaged in the production, gathering, processing or 
the selling of natural gas prior to its entry into an interstate transmission pipeline; 
and that the Natural Gas Act should be amended accordingly. 

Commissioner Draper does not concur in this report. 

Respectfully submitted. 

FEDERAL POWER COMMISSION, 
By JEROME KUYKENDALL, Chairman. 
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SUPREME COURT OF THE UNITED STATES 
Nos. 280, 281 and 418.—October Term, 1953. 


280 PHILLIPS PETROLEUM COMPANY, PETITIONER, v. STATE OF WISCONSIN, ET AL. 

281 STATE OF TEXAS, ET AL., PETITIONERS, v. STATE OF WISCONSIN, ET AL. 

418 FEDERAL Powrr COMMISSION, PETITIONER, v. STATE oF WISCONSIN, 
PUBLIC SERVICE COMMISSION OF WISCONSIN, ET AL. 


ON WRITS OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA CIRCUIT. 


[June 7, 1954.] 


Mn. Justice Minton delivered the opinion of the Court. 

These cases present a common question concerning the jurisdiction of the 
Federal Power Commission over the rates charged by a natural-gas producer 
and gatherer in the sale in interstate commerce of such gas for resale, All three 
cases are an outgrowth of the same proceeding before the Power Commission and 
involve the same facts and issues. 

The Phillips Petroleum Company ! is a large integrated oil company which 
also engages in the production, gathering, processing, and sale of natural gas 
We are here concerned only with the natural-gas operations. Phillips is known 
as an “independent” natural-gas producer in that it does not engage in the inter- 
state transmission of gas from the producing fields to consumer markets and is 
not affiliated with any interstate natural-gas pipeline company. As revealed by 
the record before us, however, Phillips does sell natural gas to five interstate 
pipeline transmission companies which transport and resell the gas to consumers 
and local distributing companies in fourteen states. 

Approximately 5095 of this gas is produced by Phillips, and the remainder is 
purchased from other producers. 4A substantial part is casinghead gas— 7. e., 
produced in connection with the production of oil. The gas flows from the 
producing wells, in most instances at well pressure, through & network of con- 
verging pipelines of progressively larger size to one of twelve processing plants, 
where extractable products and impurities are removed. Of the nine such net- 
works of pipelines involved in these cases, five are located entirely in Texas, one 


1 Hereinafter referred to as Phillips. 





AMENDMENTS TO THE NATURAL GAS ACT 75 


in Oklahoma, one in New Mexico, and two extend into both Texas and Oklahoma. 
After processing is completed, the gas flows from the processing plant through an 
outlet pipe, of varying lengths up to a few hundred feet, to a delivery point where 
the gas is sold and delivered to an interstate pipeline company. The gas then 
continues its flow through the interstate pipeline system until delivered in other 
states. 

The Federal Power Commission, on October 28, 1948, instituted an investigation 
to determine whether Phillips is a natural-gas company within the jurisdiction of 
the Commission, and, if so, whether its natural-gas rates are unjust or unreason- 
able. In extensive hearings before an examiner, the facts described above were 
developed, as well as much additional information. An intermediate decision 
having been dispensed with, the Commission issued an opinion and order in which 
it held that Phillips is not a “‘natural-gas company" within the meaning of that 
term as used in the Natural Gas Act,? and therefore is not within the Commission’s 
jurisdiction over rates? Consequently, the Commission did not proceed to in- 
vestigate the reasonableness of the rates charged by Phillips. On appeals, the 
decision of the Commission was reversed by the Court of Appeals for the District 
of Columbia, one judge dissenting. 92 U. S. App. D. C. 284, 205 F. 2d 706. 
We granted certiorari. 346 U.S. 934-935. 

The Power Commission is authorized by § 4 of the Natural Gas Act to regulate 
the “rates and charges made, demanded, or received by any natural-gas company 
for or in connection with the transportation or sale of natural gas subject to the 
jurisdiction of the Commission . . . ." “Natural-gas company" is defined by 
§ 2 (6) of the Act to mean *'a person engaged in the transportation of natural gas 
in interstate commerce, or the sale in interstate commerce of such gas for resale." 
The jurisdiction of the Commission is set forth in $ 1 (b) as follows: 

“The provisions of this Act shall apply to the transportation of natural 
gas in interstate commerce, to the sale in interstate commerce of natural 
gas for resale for ultimate public consumption for domestic, commercial, 
industrial, or any other use, and to natural-gas companies engaged in such 
transportation or sale, but shall not apply to any other transportation or sale 
of natural gas or to the local distribution of natural gas or to the facilities used 
for such distribution or to the production or gathering of natural gas.”’ 

Petitioners admit that Phillips engages in “the sale in interstate commerce of 
natural gas for resale," as, of course, they must. Interstate Natural Gas Co. v. 
Federal Power Commission, 331 U. S. 682, 687-689; cf. Michigan-Wisconsin Pipe 
Line Co. v. Calvert, 347 U. S. 157, 166-168. They contend, however, that the 
affirmative grant of jurisdiction over such sales in the first clause of § 1 (b) is 
limited by the negative second clause of the section. In particular, the contention 
is made that the sales by Phillips are a part of the “production or gathering of 
natural gas" to which the Commission's jurisdiction expressly does not extend. 

We do not agree. In our view, the statutory language, the pertinent legislative 
history, and the past decisions of this Court all support the conclusion of the 
Court of Appeals that Phillips is a *natural-gas company" within the meaning of 
that term as defined in the Natural Gas Act, and that its sales in interstate com- 
merce of natural gas for resale are subject to the jurisdiction of and regulation 
by the Federal Power Commission. 

The Commission found that Phillips’ sales are part of the production and 
gathering process, or are “at least an exempt incident thereof." * This determina- 
tion appears to have been based primarily on the Commission's reading of legisla- 
tive history and its interpretation of certain decisions of this Court. Also, there 
is some testimony in the record to the effect that the meaning of “gathering” 
commonly accepted in the natural-gas industry comprehends the sales incident 
to the physical activity of collecting and processing the gas. Petitioners contend 
that the Commission's finding has a reasonable basis in law and is supported by 
substantial evidence of record and therefore should be accepted by the courts, 
particularly since the Commission has ''consistently" interpreted the Act as not 
conferring jurisdietion over companies such as Phillips.5 See Gray v. Powell, 314 
— — — 

252 Stat. 821, as amended, 15 U, S, C. $ 717 et seq. 
710 F, P. C. 246. One Commissioner concurred in the decision and one dissented. 
110 F, P. C. 246, 278. 

$ The consistency of the Commission in this regard may be questioned. Compare: Columbian Fuel 
Corp., 2 F. P. C. 200, with Interstate Natural Cas Co., 3 F. P. C. 416; Brief for Federal Power Commission, 
Interstate Natural Gas Co. v. Federal Power Commission, 156 F, 2d 949, with Brief for Federal Power Com- 
mission, Interstate Natural Cas Co. v. Federal Power Commission, 331 U. S. 682; Federal Power Commission 
Order No. 139, 12 Fed. Reg. 5585, with Federal Power Commission Order No. 154, 15 Fed. Reg. 4633. See 
Scanlan, Administrative Abnegation in the Face of Congressional Coercion: The Interstate Natural Gas 
Company Affair, 23 Notre Dame Law. 173; Note, 59 Yale L. J. 1468, 1479-1484. And, for that matter, even 
consistent error is still error. 
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U. S. 402; Labor Board v. Hearst Publications, Inc., 322 U. S. 111. We are of 

the opinion, however, that the finding is without adequate basis in law, and that 
roduetion and gathering, in the sense that those terms are used in $ 1 (b), end 
fore the sales by Phillips occur. 

In Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 U. S. 
498, 505, we observed that the *natural and clear meaning" of the phrase ''pro- 
duction or gathering of natural gas” is that it encompasses “the producing 
properties and gathering facilities of a natural-gas company." Similarly, in 
Colorado Interstate Gas Co. v. Federal Power Commission, 324 U. S. 581, 598, we 
stated that ''[t]ransportation and sale do not include production or gathering," 
and indicated that the “production or gathering” exemption applies to the phys- 
ical activities, facilities, and properties used in the production and gathering of 
natural gas. Jd., at 602-603. See also Federal Power Commission v. Hope 
Natural Gas Co., 320 U. S. 591, 612-615; Peoples Natural Gas Co. v. Federal 
Power Commission, 75 U. S. App. D. C. 235, 127 F. 2d 153; cf. United States v. 
Public Utilities Commission, 345 U, S. 295, 307-311.* 

Even more directly in point is our decision in Jnterstaie Natural Gas Co. v. 
Federal Power Commission, 331 U. S. 682. The Interstate Company produced or 
purchased natural gas which it in turn sold and delivered to three interstate 
pipeline companies, ali the activities occurring within the same state. We noted 
that '([e]xceptions to the primary grant of jurisdiction in the section [1 (b)] are 
to be strietly construed," ? id., at 690—691, and held that $ 1 (b) conferred juris- 
diction over such sales on the Federal Power Commission, stating: 

"Petitioner asserts . . . that the sales to the three pipe-line companies 
are a part of the gathering process and consequently not within the Commis- 
sion’s power of regulation. This basic contention has given rise to a great 
many subsidiary questions such as whether the sales were made from peti- 
tioner’s ‘gathering’ lines or from petitioner’s ‘transmission’ lines and whether 
the gathering process continued to the points of sale or was, as the Commission 
found, completed at some point prior to surrender of custody and passage of 
title. We have found it unnecessary to resolve those issues. The gas moved 
by petitioner to the points of sale consisted of gas produced from petitioner’s 
wells commingled with that produced and gathered by other companies and 
introduced into petitioner’s pipe-line system during the course of the move- 
ment. By the time the sales are consummated, nothing further in the 
gathering process remains to be done. We have held that these sales are in 
interstate commerce, It cannot be doubted that their regulation is pre- 
dominantly a matter of national, as contrasted to local concern. Ali the gas 
sold in these transactions is destined for consumption in States other than 
Louisiana. Unreasonable charges exacted at this stage of the interstate 
movement become perpetuated in large part in fixed items of costs which must 
be covered by rates charged subsequent purchasers of the gas, including the 
ultimate consumer. It was to avoid such situations that the Natural Gas 
Act was passed." /d., at 692-693. 

Petitioners attempt to distinguish the Interstate case on the grounds that the 
Interstate Company transported the gas in its pipelines after completion of gather- 
ing and before sale, and that the Interstate Company was affiliated with an inter- 
state pipeline company and therefore subject to Commission jurisdiction in any 
event. This Court, however, refused to rely on such refinements è and instead 
based its decision in Interstate on the broader ground that sales in interstate com- 
merce for resale by producers to interstate pipeline companies do not come within 
the "production or gathering" exemption. 

The Jnterstate case is also said to be distinguishable in that it did not involve 
an asserted conflict with state regulation, and federal control was not opposed by 


* Referring to the taking of natural gas by purchasing interstate pipeline companies at the outlet of proc- 
essing plants, we recently observed that the pipeline companies obviously “are not engaged in ‘gathering 
gas’ within the meaning of that term in its ordiiary usage. ...’”’ Michigan-Wisconsin Pipe Line Co. v. 
Calvert, 347 U.S. 157, 164, 

7 The committee reports on the bil) enacted as the Natural Gas Act, H. R. 6586, 75th Cong., Ist Sess., 
reveal that a construction of the “production or gathering" exemption which would substantially limit 
the affirmative grant of jurisdiction to the Commission was not contemplated. After quoting the exemp- 
tive clause of $ 1 (b), the House Report states that: 

“The quoted words are not actually necessary, as the matters specified therein could not be said fairly 
to be covered by the language affirmatively stating the jurisdicton of the Commission, but similar language 
was in previous bills, and, rather than invite the contention, however unfounded, that the elimination of 
the negative language would broaden the scope of the act, the committee has included it in this bill.” H.R. 
Rep. No. 709, 75th Cong., Ist Sess. 3. 

The Senate Report adopted and reprinted the House Report on the bill. 8. Rep. No. 1162, 75th Cong., 
Ist Sess, 

* Despite the fact that they were urged by the Commission as a basis for decision. Brief for Federal Power 
Commission, Interstate Natural Gas Co. v. Federal Power Commission, 331 U. S. 682. 
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the state authorities, while in the instant cases there are said to be conflicting state 
regulations, and federal jurisdiction is vigorously opposed by the producing states. 
The short answer to this contention is that the jurisdiction of the Federal Power 
Commission was not intended to vary from state to state, depending upon the 
degree of state regulation and of state opposition to federal control. We expressly 
rejected any implication to the contrary, in the Interstate case. 331 U. S., at 691- 
692. See Federal Power Commission v. Hope Natural Gas Co., supra, at 607-615. 

The cases discussed above supply a ready answer to the determination of the 
Commission and also to petitioners’ suggestion that “production or gathering" 
should be construed to mean the “business” of production and gathering, with the 
sale of the product considered as an integral part of such "business." We see no 
reason to depart from our previous decisions, especially since they are consistent 
with the language and legislative history of the Natural Gas Act. 

In general, petitioners contend that Congress intended to regulate only the 
interstate pipeline companies since certain alleged excesses of those companies 
were the evil which brought about the legislation. If such were the case, we 
have difficulty in perceiving why the Commission’s jurisdiction over the trans- 
portation or sale for resale in interstate commerce of natural gas is granted in the 
disjunctive. It would have sufficed to give the Commission jurisdiction over 
only those natural-gas companies that engage in ''transportation" or “transpor- 
tation and sale for resale” in interstate commerce, if only interstate pipeline 
companies were intended to be covered * See Federal Power Commission v. East 
Ohio Gas Co., 338 U. S. 464, 468. 

Rather, we believe that the legislative history indicates a congressional intent 
to give the Commission jurisdiction over the rates of all wholesales of natural gas 
in interstate commerce, whether by a pipeline company or not and whether 
occurring before, during, or after transmission by an interstate pipeline company. 
There can be no dispute that the overriding congressional purpose was to plug the 
"gap" in regulation of natural-gas companies resulting from judicial decisions 
prohibiting, on federal constitutional grounds, state regulation of many of the 
interstate commerce aspects of the natural-gas business." A significant part of 
this gap was created by cases ® holding that “the regulation of wholesale rates 
of gas and electric energy moving in interstate commerce is beyond the con- 
stitutional powers of the States."  nterstate Natural Gas Co. v. Federal Power 
Commission, supra, at 689. The committee reports on the bill that became the 
Natural Gas Act specifically referred to two of these cases and to the necessity 

* Just such wording was suggested to and rejected by the House Committee considering enactment of 
the Natural Gas Act, by the Chairman of the State of New York Department of Public Service, Publie 
Service Commission, Hearings before House Committee on Interstate and Foreign Commerce on H. R. 
4008, 75th Cong., 1st Sess. 140-147. 

An earlier bill, H. R. 11662, 74th Cong., 2d Sess., would have limited the jurisdiction of the Power Com- 
mission to “the transportation of natural gas in high-pressure mains in interstate commerce and to naturals 
gas companies engaged in such transportation ....’’ Much of the legislative history advanced in support 
of petitioners’ position was developed in connection with this bill, including the testimony of Dozier A, 
DeVane, Solicitor of the Federal Power Commission. Because of the much different jurisdictional pro- 
vision of H. R. 11662, such testimony has little relevance here. A 

10 The bill on which were held the hearings leading to the passage of the Natural Gas Act, H. R. 4008, 
75th Cong., Ist Sess., as introduced provided, in $ 1 (b), for Commission jurisdiction over the sale of natural 
gas in interstate commerce ‘“‘for resale to the publie, Similarly, *natural-gas company" was defined, in 
$ 2 (5), as including a person engaged in the sale of natural gas in interstate commerce *'for resale to the 
public," 'The General Solicitor of the National Association of Railroad and Utilities Commissioners sug- 
gested that the languuge be changed in a manner almost identical to that contained in the Natural Gas Act, 
Referring to the proposed changes, he commented that: 

“Another is designed to make certain that the bill will apply to all intercompany sales of natural gas at 
wholesale, even though the sale be from one company to another company which will resell to another 
corporstion before the gas is finally sold to the public.” Hearings before House Committee on Interstate 
and Foreign Commerce on H. R. 4008, 75th Cong., ist Sess. 22, 

See also id., at 141-143. E 

u Federal Power Commission v. Fast Ohio Gas Co., 338 U. S. 464, 472-473; Federal Power Commission v. 
Panhandle Eastern Pipe Line Co., 337 U. S. 498, 502-504; Panhandle Eastern Pipe Line Co. v. Public Service 
Commission, 332 U. S. 507, 514-521; Interstate Natural Gas Co. v. Federal Power Commission, 331 U. S. 682, 
650-693; Colorado Interstate Gas Co. v. Federal Power Commission, 324 U. S. 581, 599-600; Federal Power Com- 
mission v. Hope Natural Gas Co., 320 U. S, 591, 609-610; Illinois Natural Gas Co. v. Central Illinois Public 
Service Co., 314 U. S, 498, 506-508, 

12 Missouri v. Kansas Natural Gas Co., 265 U. S. 298; Public Utilities Commission v. Attleboro Steam & 
Electric Co., 273 U. S. 83; State Corporation Commission v. Wichita Gas Co., 290 U. S. 561. Cf. Dahnke- 
Walker Milling Co. v. Bondurant, 257 U. S. 282; Lemke v. Farmers Grain Co., 258 U. 8. 50; Shafer v. Farmers 


Grain Co., 268 U. S. 189. And see Jersey Central Power & Light Co. v. Federal Power Commission, 319 U.S. 
61, 69, 
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of federal regulation to occupy the hiatus created by them." Thus, we are 
satisfied that Congress sought to regulate wholesales of natural gas occurring at 
both ends of the interstate transmission systems. 

Petitioners cite our recent decisions in Cities Service Gas Co. v. Peerless Oil & 
Gas Co., 340 U. S. 179, and Phillips Petroleum Co. v. Oklahoma, 340 U. S. 190, as 
authority for the proposition that the states may regulate the sales in question 
here and, hence, that such sales are not within the gap which the Natural Gas 
Act was intended to fill. Those cases upheld as constitutional state minimum 
price orders, justified as conservation measures, applying to sales of natural gas in 
interstate commerce. But it is well settled that the gap referred to is that thought 
to exist at the time the Natural Gas Act was passed, and the jurisdiction of the 
Commission is not affected by subsequent decisions of this Court which have 
somewhat loosened the constitutional restrictions on state activities affecting 
interstate commerce, in the absence of conflicting federal regulation. Illinois 
Natural Gas Co. v. Central Illinois Public Service Co., 314 U. S. 498, 508; Federal 
Power Commission v. East Ohio Gas Co., supra, at 472. The Federal Power Com- 
mission did not participate in the Cities Service and Phillips Petroleum cases, the 
appellants there did not assert a possible conflict with federal authority under the 
Natural Gas Act, and consequently we expressly refused to consider at that time 
*"Iw]hether the Gas Act authorizes the Power Commission to set field prices on 
sales by independent producers, or leaves that function to the states 
340 U.S., at 188-189. 

Regulation of the sales in interstate commerce for resale made by a so-called 
independent natural-gas producer is not essentially different from regulation of 
such sales when made by an affiliate of an interstate pipeline company. In both 
cases, the rates charged may have a direct and substantial effect on the price 
paid by the ultimate consumers. Protection of consumers against exploitation 
at the hands of natural-gas companies was the primary aim of the Natural Gas 
Act. Federal Power Commission v. Hope Natural Gas Co., supra, at 610. At- 
tempts to weaken this protection by amendatory legislation exempting independ- 
ent natural-gas producers from Federal regulation have repeatedly failed,“ and 
we refuse to achieve the same result by a strained interpretation of the existing 
statutory language. 

The judgment is 

Affirmed. 


Mr. Justice Jackson took no part in the consideration or decision of these 
cases. 


13 “The States have, of course, for many years regulated sales of natural gas to consumers in intrastate 
transactions. The States have also been able to regulate sales to consumers even though such sales are in 
interstate commerce, such sales being considered local in character and in the absence of congressional 
prohibition subject to State regulation. ... There is no intention in enacting the present legislation to 
disturb the States in their exercise of such jurisdiction. However, in the case of sales for resale, or so-called 
wholesale sales, in interstate commerce (for example, sales by producing companies to distributing com- 
panies) the legal situation is different. Such transactions have been considered to be not local in character 
and, even in the absene of Congressional action, not subject to State regulation. (See Missouri v. Kansas 
Gas Co. (1924), 265 U. S. 298, and Public Service Commission v. Attleboro Steam & Electric Co. (1927), 273 
U. 8.83.) The basic ed of the present legislation is to occupy this field in which the Supreme Court 
has held that the States may not act." H. R. Rep. No. 709, 75th Cong., 1st Sess. 1-2; 8. Rep. No. 1162, 
75th Cong., 1st Sess. 1-2. 

M Among the billsintroduced in recent Congresses to restrict the Y ^ irisdic tion of the Federal Pow: 
Commission over natural-gas producers are: H. h. 4051, 80th Cong., Ist Sess.; H. R. 4099, 80th Cong., lst 
Sess.; H. R. 1758, 8ist Cong., Ist Sess.; and S. 1498, 8ist Cong., Ist Sess. 
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DISTRICT OF COLUMBIA CIRCUIT. 


[June 7, 1954.] 


MR. JUSTICE FRANKFURTER, concurring. 

While I join the opinion of the Court, one consideration leading to the Court’s 
conclusion is for me so decisive that I deem it appropriate to give it emphasis. 

Section 1 (b) is not to be construed on its face. It comes to us with an au- 
thoritative gloss. We must construe it as though Congress had, in words, added 
to the present text of § 1 (b) some such language as the following: 

“However, since sales for resale, or so-called ‘wholesale sales,’ in interstate 
commerce are not local in character and are constitutionally not subject to 
State regulation, see Missouri v. Kansas Gas Co., 265 U. S. 298, and Public 
Utilities Commission v. Attleboro Steam & Electric Co., 273 U. S. 83, the basic 
purpose of the legislation is to occupy this field in which the States may not 
act.” 

The section must be read with such an interpolation because Congress said 
specifically that the Natural Gas Act was designed to cover the situations which 
the two cited cases held to be outside the competence of State regulation. 
H. R. Rep. No. 709, 75th Cong., 1st Sess. 1-2; S. Rep. No. 1162, 75th Cong., 1st 
Sess. 1-2.! 

To be sure, the Kansas Gas case excluded the business of piping gas by a supply 
company in one State to distributing companies in another; and the Attleboro 
case involved the transmission of electric current by a producing company which 
took it from one State to the boundary of another State and there sold it to a 
distributing company for resale in the other State. In this case, the sale by 
Phillips was made in Texas to interstate pipeline transmission companies which 
transported the gas for resale to distributing companies and consumers in other 
States. But this fact—that Phillips itself did not pipe the gas to the State bound- 
ary or directly into another State—does not in the slightest alter the constitu- 
tional applicability of the Attleboro doctrine to the situation before us. The fact 
that the continuous transmission is not by facilities of Phillips but by the facilities 
of Phillips connecting with pipelines transmitting gas into other States does not 
change the interstate character of the transaction. For that reason, the decision 
in Attleboro, 273 U. 8., at 86, relying on Peoples Gas Co. v. Public Service Com- 
mission, 270 U. S. 550, barred State regulation. 

It may well be that if the problem in the Attleboro case came before the Court 
today, the constitutional doctrine there laid down would not be found compelling. 
This is immaterial. Congress did not leave it to the determination of this Court 
whether an Attleboro situation is subject to State regulation. It wrote the doctrine 
of the Aitleboro case into the Natural Gas Act and said in effect that an Attleboro 
situation was to be taken over by Federal regulation and was not to be left to the 
fluctuation of adjudications under the Commerce Clause. 


, 


1 *"The States have, of course, for many years regulated sales of natural gas to consumers in intrastate 
transactions. The States have also been able to regulate sales to consumers even though such sales are in in- 
terstate commerce, such sales being considered local in character and in the absence of congressional prohi- 
bition subject to State regulation. (See Pennsylvania Gas Co. v. Public Service Commission (1920), 252 
U. 8. 23.) There is no intention in enacting the present legislation to disturb the States in their exercise of 
such jurisdiction. However, in the case of sales for resale, or so-called wholesale sales, in interstate com- 
merce (for example, sales by producing companies to distributing companies) the legal situation is different. 
Such transactions have been considered to be not local in character and, even in the absence of Congres- 
sional action, not subject to State regulation. (See Missouri v. Kansas Gas Co. (1924), 265 U. S. 298, and 
Public Service Commission v. Attleboro Steam & Electric Co. (1927) 273 U. 8. 83.) The basic purpose of the 
present legislation is to occupy this field in which the Supreme Court has held that the States may not 
act." H. R. Rep. No. 709 ,75th Cong., 1st Sess. 1-2. 
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SUPREME COURT OF THE UNITED STATES 
Nos. 280, 281 and 418.—October Term, 1953. 
280 PHILLIPS PETROLEUM COMPANY, PETITIONER, #. STATE OF WISCONSIN, ET AL. 
281 STATE OF TEXAS, ET AL., PETITIONERS, V. STATE OF WISCONSIN, ET AL. 


418 FEDERAL POWER COMMISSION, PETITIONER, v. STATE OF WISCONSIN, PURLIC 
SERVICE COMMISSION OF WISCONSIN, ET AL. 


ON WRITS OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THI 
DISTRICT OF COLUMBIA CIRCUIT, 


[June 7, 1954.] 


Mr. JvsricE Dovaras, dissenting. 

The question is whether sales of natural gas bv an independent producer at the 
mouth of an interstate pipeline are subject to regulation by the Federal Power 
Commission under the Natural Gas Act of 1938. This is a question the Court has 
never decided. It is indeed one on which we expressly reserved decision in Inter- 
state Natural Gas Co. v. Federal Power Commission, 331 U. S, 682. 690. n. 18. 

There is much to be said from the national point of view for regulating sales at 
both ends of these interstate pipelines. The power of Congress to do so is unques- 
tioned. Whether it did so by the Natural Gas Act of 1938 is a political and legal 
controversy that has raged in the Commission and in the Congress for some years. 
The question is not free from doubts. For while § 1 (b) of the Act makes the 
regulatory provisions applicable “to the sale in interstate commerce of natural gas 
for resale for ultimate publie consumption," it also makes them inapplicable “ 
the production or gathering of natural gas.” 

The sale by this independent producer is a ‘‘sale in interstate commerce ... 
for resale." It is also an integral part of ‘the production or gathering of natural 
gas,” as Mr. Justice Cuark makes clear in his opinion, for it is the end phase of 
the producing and gathering process. So we must make a choice; and the choi 
is not an easy one. 

The legislative history is not helpful. Congress was concerned with interstate 
— not with independent producers, as the thoughtful Comment in 59 Yale 

J. 1468 points out. If one can judge by the reports of the Federal Trade 
Commission that preceded the Act (S. Doc. No. 92, Pt. 84-A, 70th Cong., Ist 
Sess.), and the hearings and debates in Congress on the bills that evolved into 
the Act, little or no consideration was given to the need of regulating the sales 
by independent producers to the pipelines. "The gap to be filled was that exist- 
ing before the pipelines were brought under regulation—sales to distributors 
along the pipelines, as the opinion of Mr. Justice CLarK demonstrates. 

That was the view of the Commission in a decision that followed on the heels 
of the Act. Columbian Fuel Corp., 2 F. P. C. 200, 207. That decision exempted 
from regulation an independent producer to whom Phillips is in all material 
respects comparable. It was a decision made by men intimately familiar wit 
the background and history of the Act—Leland Olds, Basil Manly, Claude L. 
Draper, and Clyde L. Seavey. One Commissioner, John W. Scott, dissented 
That construction of the Act by the Commission has persisted from that tim: 
(see Billings Gas Co., 2 F. P. C. 288; The Fin-Ker Oil & Gas Production Co., 
6 F. P. C. 92; Tennessee Gas & Transmission Co., 6 F. P. C. 98) down to its 
decision in the present case. 10 F. P. C. 246. 

That construction by the Commission, especially since it was contemporaneous 
(United States v. American Trucking Assns., 310 U. S. 534, 539) and long contin- 
ued (Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 U. 8. 
498, 513), is entitled to great weight. Other obtuse questions no less legal in 
character than the terms **production or gathering" of gas have been entrusted 
to the administrative agency charged with the regulation. See Shields v. Utal 
Idaho Central R. Co., 305 U. S. 177; Sunshine Anthracite Coal Co. v. Adkins, 310 
U. S 381; Gray v. Powell, 314 U. S. 402. 

There are practical considerations which buttress that position and lead me to 
conclude that we should not reverse the Commission in the present case. If 
Phillips! sales can be regulated, then the Commission can set a rate base for 
Phillips. A rate base for Phillips must of necessity include all of Phillips’ pro- 
ducing and gathering properties; and supervision over its operating expenses 
necessarily includes supervision over its producing and gathering expenses. Wt 
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held in Colorado Interstate Gas Co. v. Federal Power Commission, 324 U. S. 581, 
that the Commission's control extended that far in the case of an interstate 
ipeline company which owned producing and gathering properties. And so it 
had to be, if regulation of the pipelines that owned their own gas supplies was to be 
effective. But an understanding of what regulation entails should lead to a 
different result in this case. The fastening of rate regulation on this independent 
producer brings “the production or gathering of natural gas" under effective 
federal control, in spite of the fact that Congress has made that phase of the 
natural gas business exempt from regulation. The effect is certain to be profound. 
The price at which the independent producer can sell his gas determines the price 
he is able or willing to pay for it (if he buys from other wells). The sales price 
determines his profits. And his profits and the profits of all the other gatherers, 
whose gas moves into the interstate pipelines, have profound effects on the rate of 
production, the methods of production, the old wells that are continued in pro- 
duction, the new ones explored, ete. Regulating the price at which the independent 
producer can sell his gas regulates his business in the most vital way any business 
can be regulated. That regulation largely nullifies the exemption granted by 
Congress. 

There is much to be said in terms of policy for the position of Commissioner 
Scott, who dissented the first time the Commission ruled it had no jurisdiction over 
these sales. But the history and language of the Act are against it. If that 
ground is to be taken, the battle should be won in Congress, not here. Regulation 
of the business of producing and gathering natural gas involves considerations of 
which we know little and with which we are not competent to deal. 


SUPREME COURT OF THE UNITED STATES 
Nos. 280, 281 and 418.—October Term, 1953. 
PHILLIPS PETROLEUM COMPANY, PETITIONER, t. STATE OF WISCONSIN, ET AL. 
STATE oF TEXAS, ET AL., PETITIONERS, V. STATE OF WISCONSIN, ET AL. 


FEDERAL PowER COMMISSION, PETITIONER, v. STATE OF WISCONSIN, 
PUBLIC SERVICE COMMISSION OF WISCONSIN, ET AL. 


ON WRITS OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA CIRCUIT. 


[June 7, 1951.] 


Mr. JusricE Crank, with whom MR. Justice BURTON concurs, dissenting. 

Perhaps Congress should have included control over the production and 
gathering of natural gas among the powers it gave the Federal Power Com- 
mission in the Natural Gas Act, but this Congress did not do. On the contrary, 
Congress provided that the Act “shail not apply .. . to the production or 
gathering of natural gas.” Language could not express a clearer command, but 
the majority renders this language almost entirely nugatory by holding that the 
rates charged by a wholly independent producer and gatherer may be regulated 
by the Federal Power Commission. Nor does the Court stop there, for in the 
sweep of the opinion “the rates of all wholesales of natural gas in interstate com- 
merce, whether by a pipeline company or not and whether occurring before, 
during, or after transmission by an interstate pipeline company” are covered 
under the Act. P. —-, suprc. [Emphasis supplied.] On its face, this language 
brings every gas operator, from the smallest producer to the largest pipeline, 
under federal regulatory control. In so doing, the Court acts contrary to the 
intention of the Congress, the understanding of the states, and that of the Federal 
Power Commission itself. The Federal Power Commission is thereby thrust into 
the regul:tory domain traditionally reserved to the states, 

The natural gas industry, like ancient Gaul, is divided into three parts. "These 
parts are production and gathering, interstate transmission by pipeline, and 
distribution to consumers by local distribution companies. A business unit 
may perform more than one of these functions—tvpically, production and 
gathering in addition to interstate transmission. But Phillips’ natural gas 
operations are confined exclusively to the first part—production and gathering. 
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It has no interstate transmission or high-pressure trunk lines and does not sell 
to distribution companies; and it does not, of course, distribute to the ultimate 
consumer. Its nine gathering systems merely bring the gas from its own and 
other producers’ wells to its central plants in the producing fields so it can be 
rendered usable as fuel. Since there are no facilities for storage, the amount of 
gas, other than casinghead,! produced and gathered each day depends on the 
day-to-day demands of the interstate pipelines, which in turn depend on weather 
and other conditions in the consuming areas. Gas wells are cut on and off as 
the market demand for the gas requires. Gathering takes place by well pressure 
forcing the gas through numerous small pipes connecting each well with the 
central gathering plant or processing station. It is there that the gas first comes 
to a common “‘header’’ and is processed for use as fuel. The processing of the 
gas at this central gathering plant is necessary to remove hydrocarbons, hydrogen 
sulphide and other foreign elements in order to permit its use as fuel. The plant 
operates only while the wells are producing. All of Phillips’ operations, including 
the acreage from which the wells produce the gas, the wells themselves, the lines 
that connect with each of them and run to the central plant, form a closely knit 
unit that is entirely local to the field involved. After processing, the gas is 
immediately delivered to the interstate pipelines under long-term sales contracts, 

The Commission found that “[t]hough technically consummated in interstate 
commerce, these sales [by Phillips to the pipelines] are made ‘during the course of 
production and gathering,’ ” and that the sales ‘are so closely connected with 
the local incidents of [production and gathering] as to render rate regulation by 
this Commission inconsistent or a substantial interference with the exercise by 
the affected States of their regulatory functions." We believe that this finding 
is correct and that it should be approved by the Court. 

If there be any doubt that Congress thought the “production and gathering" 
exemption saved Phillips’ sales from Federal Power Commission regulation, the 
Act’s legislative history removes it. The Solicitor of the Commission, Mr. 
Dozier DeVane, at hearings in connection with a predecessor of the bill that 
finally became the Natural Gas Act, testified that the Federal Power Commission 
would have no jurisdiction over the rates for natural gas ‘‘that are paid in the 
gathering field." Hearings before Subcommittee of Committee on Interstate 
and Foreign Commerce on H. R. 11662, 74th Cong., 2d Sess., p. 28 (1937). The 
bill, he said, **does not attempt to regulate the gathering rates or the gathering 
business." Id., 34. See also, id., 42-43. The bill about which Mr. DeVane 
testified has keen described as “substantially similar to the Natural Gas Act,” 
and his views have been treated as authoritative by this Court. Federal Power 
Commission v. Panhandle Eastern Pipe Line Co., 337 U.S. 498, 505, n. 7 (1949). 
See also Federal Power Commission v. Ecst Ohio Gas Co., 338 U. S. 464, 472, n. 12 
(1950). In the face of this as well as the Federal Power Commission's adherence 
to the DeVane views ever since its first cases on the subject, Columbian Fuel Corp., 
2 F. P. C. 200 (1940), Billings Gas Co., 2 F. P. C. 288 (1940), and in the absence 
of any specific matter in the Act’s legislative history refuting the DeVane views, 
the Court today erroneously finds that ‘“‘DeVane’s testimony has little relevance 
here." P. , D. 9, supra. 

There is no dispute that Congress intended the Natural Gas Act to close the 
“gap” created by decisions of this Court barring state regulation of certain inter- 
state gas sales. The legislative history of the Act refers to two decisions. Mis- 
souri v. Kansas Natural Gas Co., 265 U. S. 298 (1924); Public Utilities Commission 
v. Atileboro Steam & Electric Co., 273 U. S. 83 (1927). See H. R. Rep. No. 709, 75th 
Cong., 1st Sess., pp. 1-2 (1937). But these cases had nothing to do with sales to 
interestate pipelines by wholly independent, unintegrated, and unaffiliated 
producers and gatherers, such as Phillips. Neither of the companies involved in 
those cases was engaged exclusively in production and gathering; both were 
producing and transportation companies, Kansas of natural gas, Attleboro of 
electricity; both Kansas and Attleboro sold to distributing companies in the course 
of interstate transmission. Thus, when the House Report, id., 1-2, expressed the 
Act’s aim to regulate wholesales such as “sales by producing companies to dis- 
tributing companies," and immediately thereafter cited the Kansas and Attleboro 
cases, the Report’s unmistakable reference was to sales by an integrated “‘producer- 


! Casinghead gas is produced with of] and furnishes the pressure under which the latter is brought to the 
surface. The gas cannot be shut off without closing down the oil production and it therefore is produced, 
regardless of demand, since the primary recovery is oil. If there are no available purchasers the gas is 
flared (burned). In some fields as much as one-third of the casinghead gas is still flared since no market 
is immediately available. Sound conservation practice dictates that, whenever possible, casinghead gas 
be used to satisfy demand before natural gas wells are turned on. 
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pipeline" to the local distributor. It could not refer to an independent producer 
and gatherer because, first, such an independent never sells to local distributors 
and, secondly, the two cited cases do not support a reference to such independents. 
That Congress aimed at abuses resulting in the “gap” at the end of the transmis- 
sion process by integrated and unintegrated pipelines and not at abuses prior to 
transmission is clear from the final report of the Federal Trade Commission to the 
Senate on malpractices in the natural gas industry. S. Doc. No. 92, 70th Cong., 
1st Sess. (1935). This report was the stimulus for Federal intervention in the 
industry. The Federal Trade Commission outlined the abuses in the industry 
which the “gap’’ made the states powerless to prevent; the abuses were by monopo- 
listically situated pipelines which gouged the consumer by charging local distribu- 
tion companies unreasonable rates. The Federal Trade Commission did not find 
abusive pricing by independent producers and gatherers; if anything, the inde- 
pendents at the producing end of the pipelines were likewise the victims of 
monopolistic practices by the pipelines. 

And our decisions have certainly indicated that the “gap” was at the distribu- 
tion end of the transmission process. Thus, in Federal Power Commission v. 
Hope Natural Gas Co., 320 U. 8. 591 (1944), the Court observed that “the Federal 
Power Commission was given no authority over ‘the production or gathering of 
natural gas' " and that the producing states had the power ‘‘to protect the interests 
of those who sell their gas to the interstate operator."  Id., 612-613, 614. [Em- 
phasis supplied.] Five years later, in Federal Power Commission v. Panhandle 
Zastern Pipe Line Co., supra, the Court said its approval of the Commission's 
inclusion of the cost of production and gathering facilities of an interstate pipe- 
line in the latter's rate base ''is not a precedent for regulation of any part of pro- 
duction or marketing.” 337 U. S., at 506. 

By today’s decision, the Court restricts the phrase ‘production and gathering” 
to “the physical activities, facilities, and properties” used in production and 
gathering. Such a gloss strips the words of their substance. If the Congress so 
intended, then it left for state regulation only a mass of empty pipe, vacant 
processing plants and thousands of hollow wells with scarecrow derricks, monu- 
ments to this new extension of federal power. It was not so understood. The 
states have been for over 35 years and are now enforcing regulatory laws covering 
production and gathering, including pricing, proration of gas, ratable taking, 
unitization of fields, processing of casinghead gas including priority over other 
gases, well spacing, repressuring, abandonment of wells, marginal area develop- 
ment, and other devices. Everyone is fully aware of the direct relationship of 
price and conservation. Federal Power Commission v. Panhandle Eastern Pipe 
Line Co., supra, at 507. And the power of the states to regulate the producer’s 
and gatherer’s prices has been upheld in this Court. Cities Service Gas Co. v. 
Peerless Oil & Gas Co., 340 U. S. 179 (1950), Phillips Petroleum Co. v. Oklahoma, 
340 U. S. 190 (1950). There can be no doubt, as the Commission has found, that 
federal regulation of production and gathering will collide and substantially 
interfere with and hinder the enforcement of these state regulatory measures. 
We cannot square this result with the House Report on this Act which states 
that the subsequently enacted bill “is so drawn as to complement and in no 
manner usurp State regulatory authority.” H. R. Rep. No. 709, supra, at 2. 

The majority rely heavily on Interstate Natural Gas Co. v. Federal Power 
Commission, 331 U. S. 682 (1947), to support their position. To be sure, there is 
language in that case which on its face seems to govern the present case. Id., 
692-693. But that case involved a materially different fact situation. The 
Interstate Gas Company was already subject to Federal Power Commission 
jurisdiction because of its interstate pipeline operations; and the company was 
affiliated with one of the pipelines to which it sold. In addition, the Court 
emphasized the fact that in Interstate no claim to state regulatory authority was 
made. Indeed, the Interstate Company had successfully resisted state attempts to 
regulate. Hence there was no possibility of conflict in that case; either the 
Federal Power Commission moved in or Interstate would have remained 
unregulated. But perhaps a more significant factual distinction in terms of the 
Court’s reasoning in that case rests in the fact that of the total volume of gas 
Interstate sold, roughly 42 percent had been purchased from others who had 
produced and gathered it. This 42 percent was almost enough to supply all the 
needs of the three interstate pipelines to which Interstate sold. And the 42 percent, 
already gathered and processed, moved into and through Interstate’s branch, 
trunk, and main trunk lines. In short, Interstate was the equivalent of a middle- 
man between gatherers and the pipelines for almost ail the gas it sold to the 
pipelines and performed the function of transporting the gas it purchased from 
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other gatherers through its branch, trunk, and main trunk lines. Phillips 
performs no such middleman or transmission funetion, In addition, the late Chief 
Justice Vinson in that case specifically stated that: “We express no opinion as 
to the validity of the jurisdictional tests employed by the Commission in these 
cases [Columbian and Billings, supra." 331 U. S., at 690-691, n. 18. Since it 
was in those cases that the Federal Power Commission established the policy of 
declining jurisdiction over the rates charged by wholly independent producers 
and gatherers, it is difficult to see how Interstate can control the present case. 

If we look to /nterstate for guidance, we would do better to focus on the follow- 
ing words of the late Chief Justice: 

“Clearly, among the powers thus reserved to the States is the power to 
regulate the physical production and gathering of natural gas in the interests 
of conservation or of any other consideration of legitimate local concern. 
It was the intention of Congress to give the States full freedom in these 
matters. Thus, where sales, though technically consummated in interstate 
commerce, are made during the course of production and gathering and are 
so closely connected with the local incidents of that process as to render rati 
regulation by the Federal Power Commission inconsistent or a substantial 
interference with the exercise by the State of its regulatory funefions, the 
jurisdiction of the Federal Power Commission does not attach." 331 U. 5, 
at 690. 
Even a cursory examination of Phillips’ operations reveals how completely local 
they are and how incidental to them are its sales to the pipelines. Moreover, 
federal regulation of these sales means an inevitable clash with a complex of 
state regulatory action, including minimum pricing. These were matters found 
by the Federal Power Commission in language obviously patterned after the above 
quotation. The clear import of the cited words is that Federal Power Commission 
jurisdiction “does not attach” in such a situation. 

In the words of Mr. Justice Jackson, we believe “that observance of good 
faith with the states requires that we interpret this Act as it was represented at 
the time they urged its enactment, as its terms read, and as we have, until today, 
declared it, viz., to supplement but not to supplant state regulation.” Federal 
Power Commission v. East Ohio Gas Co., supra, at 490. 





SEPARATE MAJORITY VIEWS 


While we concur with the majority of the committee that H. R. 
6645 should be enacted, we feel that the problem which needs to be 
resolved could have been met solely by the enactment of the language 
which comprises section 2 of the bill. The problem giving rise to 
the need for the legislation has come about by the decision of the 
Supreme Court in the Phillips case, as is set forth in the majority 
report. Section 2, of itself, answers the difficulty arising from the 
Phillips decision. 

We feel that the decision of the Supreme Court in the case of 
Phillips Petroleum Company v. the State of Wisconsin, if permitted to 
stand unchallenged, conceivably could form the precedent for Federal 
invasion of every field of private enterprise now under the exclusive 
jurisdiction of the several States. 

We look upon this decision as a dangerous departure from the 
basic principles supporting the dual sovereignty form of government, 
and a policy which in the hands of some irresponsible court might 
serve in the future as the instrument to be used in the dissolution 
of State lines and the concentration of governmental powers in the 
Federal Government. We recognize the proven fact that the key to 
totalitarianism and its attendant loss of individual freedoms and rights 
is a strong central government. 

We believe that the highly competitive conditions existing today in 
the natural-gas producing industry have not been shown to be such 
that Federal regulation as proposed in section 3 is necessary further 
to protect the consumer. Such proposed and unneeded regulation, 
like the effect of the Phillips decision, creates a serious jeopardy to 
free enterprise, gives additional impetus to centralization of govern- 
ment, and constitutes flagrant violation of States rights. 

Jonn BELL WILLIAMS, 
Member of Congress. 
WALTER ROGERS, 
Member of Congress. 
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APPENDIX II 


No. 1.—Concentration ratios of natural gas production 


1st 4 companies 
1st 8 companies 
1st 20 companies 
1st 50 companies 
1st 100 companies 


No. 2.—Conc 


1st 4 companies. ........ —— 
1st 8 companies 

1st 20 companies. .... 

Ist 50 companies 

1st 100 companies. ..... 


No. 3.— Concentration 


Copper !.... 
Iron ore ? 

Lead *..... 

Zine $.. — 
Anthracite ê 
Natural gas.. 
Bituminous *.... 


entration ratios of natural gas production by areas 


| | 
| Total Nation | 
| 


7 Southwest- | 
ern States | 


Texas 


Percent | Percent Percent 
—— ——c— irudi 17 | 
28 | 
| 


i 


ratios in industry— Natural gas production compared t 
extractive industries 


[Percent] 


| 
Ist 4 | | Ist 20 


80 | | (2) 
62 | 
56 | i (2) 
42 10 | (3) 
41 
17 
16 


(2) 


! Yearbook American Bureau of Metal Statistics; Moody's Industrial Manual. 


2 Not available. 

3? U. S, Bureau of Mines; Fe 
of the University of Minnesot: 

* Yearbook American Burea 


deral Trade Commission, Report on Control of Iron Ore, 1952; and Bul 
a Mining Director, 1954 
u of Metal Statistics, 1953. 


5 Yearbook American Bureau of Metal Statistics, 1953; Bureau of Mines, Mineral Yearbook, 1952 
Moody's Industrial Manual, 1953. 


* Coal Mine Directory, Key 


No. 4.— Concentration 


Cigarettes... " 
Motor vehicles and parts... 


stone Coal Buyers Manual. 


ratios in industry, natural gas production compared 
selected manufacturers 


[Percent] 


Steel works and rolling mills... 


Meatpacking, wholesale. ..... 
Woolen and worsted fabrics. 


Natural gas production.......... 


86 








AMENDMENTS TO THE NATURAL GAS ACT 


No. 5.—Inder of retail prices of competitive fuels 
(1935-39 « 100] 
j — 


[Residential 
heating gas 


| 


Bituminous} No. 2 fuel 


Anthracite coal 


94.3 
94.0 
93. 1 

91. 

89. 


- 


89. 
89. 
88. 
87. 
88. 
89. 
90. 
90. 
91 

94. 6 
99. 6 


D Oe d 4 bd. Dn» M OOo 


we a a st n 
— 


ù—— 


te 
e 


—— 


| 


Source: Bureau of Labor Statistics. 


No. 6.— Comparison of cost of living—all items with natural gas 


[1935-39 2 100] 


eo. ee — 


| | 
| Cost of liv- Natural gas | Manufactured gas 


rice index| 10-106 | 25-306 | 10-106 | 25-306 
F N therms | therms therms | therms 


| 


100. 

99. 
100 
105. 
116. 
123 
125. 


98 
101 
101. 

99 

98. 


98.5 | 100. 
100.9 | 100. 
100.8 | 101. 
97.1 101. 
96. 6 | 100. 
96. 95.2 ! 101. 
95 93 101. ! 
128 93. 0 | 91. 101 
139. 88. 6 84 102. 
159. 6 87.6 | 83. 106. 
171. 9 | 86.4 | 82 116. 
170. : 86 82 128. 
171. € 84.6 | M 
185. 6 81. € 84 
189 83. ! NS. 
191.3 | 85. t 


98. 
UN 
97 
97. 
96 
97. 
97. 
97. 
97 
101 
111 
120. 
120 
120 
120. 
120. 
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Source: Bureau of Labor Statistics. 

The quantity 10-10.6 therms has been used by Bureau of Labor as representative of typical for residential 

cooking. The 25-30.6 represents cooking plus hot-water heating. The quantities of gas upon which quota- 
: were secured by the Bureau of Labor Statistics did not remain constant throughout the entire time 

od. Hence, it is necessary to show indexes of the outer limits of the sample. 





APPENDIX III 
CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics, matter 
proposed to be omitted in brackets, existing law in which no change is 
proposed is shown in roman): 


NATURAL GaAs Act, as AMENDED 


Sec. 2. When used in this Act, unless the context otherwise requires 
(1) “Person” includes an individual or a corporation. 

(2) “Corporation” includes any corporation, joint-stock company, partn 
ship, association, business trust, organized group of persons, whether incorporati 
or not, receiver or receivers, trustee or trustees of any of the foregoing, but s! 
not include municipalities as hereinafter defined. 

(3) “Municipality” means a city, county, or other political subdivision 
agency of a State. 

(4) State" means a State admitted to the Union, the District of Colui 
and any organized Territory cf the United States. 

5) "Natural gas" means either natural gas unmixed, or any mixture of 
and artificial gas. 

(6) ‘“‘Natural-gas company” means a person engaged in the transport: 
natural gas in interstate commerce, or the sale in interstate commerce 
gas for resale. 

7) “Interstate commerce’’ means commerce between any point in a Stat 
and any point oucside thereof, or between points within the same State but thro 
any place outside thereof, or between any point in a State and any foreign nat 
but only insofar as such commerce takes place within the United States 

(8) "State comu ission" means the regulatory body of the State or municipalit 
having jurisdiction to regulate rates and charges for the sale of natural gas to 
consumers within the State or municipality. 

(9) *Commission" and “Commissioner” means the Federal Power Commissio 
and a member thereof, respectively. 

(10) “Transportation of natural gas in interstate commerce’ means only s 
transportation of natural gas in interstate commerce as occurs after the completior 
or within the vicinity of the field or fields where produced of all production, gatherir 
processing, treating, compressing and delivering of such natural gas into the trans- 
portation facilities of a person engaged in transporting, in such transportation fa 
ties, natural gas in interstate commerce beyond the vicinity of the field or fields where 
produce d. 

(11) ‘‘Sale in interstate commerce of natural gas for resale" means only suc? 
in interstate commerce of natural gas for resale as occurs after the commence? 
of the transportation of such natural gas in interstate commerce as defined in p 
graph (10), but does not include any sale which occurs in or within the vicinity of 
jie ld or fields where produced at or prior to the commencement of such transporta 
in interstate commerce of the natural gas. 

* * * * * 
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FIXING RATES AND CHARGES; DETERMINATION OF COST OF PRODUCTION OR 
TRANSPORTATION 


Sec. 5. (a) Whenever the Commission, after a hearing had upon its own motion 
or upon complaint of any State, municipality, State commission, or ges distribut- 
ing company, shall find that any rate, charge, or classification demanded, ob- 
served, charged, or collected by any natural-gas company in connection with an) 
transportation or sale of natural gas, subject to the jurisdiction of the Commis- 
sion, or that any rule, regulation, practice, or contract affecting such rate, charge, 
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or classification is unjust, unreasonable, unduly discriminatory, or preferential, 
the Commission shall determine the just and reasonable rate, charge, classifica- 
tion, rule, regulation, practice, or contract to be thereafter observed and in force, 
and shell fix the same by order: Provided, however, That the Commission shall 
have no power to order any increase in any rete contained in the currently effec- 
tive schedule of such natural-gas company on file with the Commission, unless 
such increase is in accordance with a new schedule filed by such natural-gas eom- 


pany; but the Commission may order a decrease where existing rates are unjust, 


unduly discriminatory, preferential, otherwise unlawful, or are not the lowest 


ik 
reasonable rates 
(b) When an increase in any 


mission by a natural-gas company and is based in whole o 
date th ! ‘tion takes effect. for the purchase of 


18 SUDSE 


rate or charge for natural gas is filed with the Com- 
in part upon any contract, 


recuted or renegotiated after the 

natural qas from a person othe 
lone th } |J ; loter , T 

intess CT LOS en a prio? determination 


hether the price at which the natural-gas company has 


than an affiliate, the Commission shall determine, 
of this section. 


contracted to buy such natural 


4 j } } > 
which the qas is delivered 


subseclion (c 


as is the reasonable market price thereof at the point a 
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within the vicinity 


i , P , 
nto th« transportation facilities of the natural-qas company in or 


f th Sie ld or fi lds where pro l ice d. 


pany shall be allowed to charge as an operating expense 


AM ter such determination. the natu al-qas com- 


for natural qas purchased 
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inder the contract oni t of the contract price as does not exceed such reason- 
f rice of natural gas under 


In f rmining the reasonable marke Dp 
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der, among ol r things, 
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the provisions of this section 5, the Comm 
hether sucl price has been com pet oer. ae ( fe cl of the contract upon 
Ihe assurance of s ipply, and the " I 8 " the contract as 

hey relate to existing or f 
nal ral-qas company, 


(c) The Commiss Lt i (poi | cal 5 
may determine upon the um ion (4, ajter notice and opportumaty 
fo hearing, whether the p ; i nder the provis n |! any 
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contract executed or renegotia 


ible market price thereof at t! 
portation facilities of the 
fields where produce l A 
be allowed to charge as an operating ea 
contract, for the pur poses of rates or cha 
such p wt of the contract price « does not er 1s 1 ] 
(d) When an increase in any rate ( il vit} Com- 
misstOR by a natu 'al-gas company af! al $ Su i 1 based 
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the gas is delivered into the transportation facilities of the natural-gas company in or 
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an affiliate, the amount paid to such affiliate for such gas up to but not in excess of the 
reasonable market price of such natural gas at the point at which the gas is delivered 
into the transportation facilities of the natural-gas company in or within the vicinity 
of the field or fields where produced. 

(g) For the purpose of this section 5, a person shall be held to be an affiliate of a 
natural-gas company if such person controls, is controlled by, or is under common 
control with, such natural-gas company. 

[(b)] (h) The Commission upon its own motion, or upon the request of an 
State commission, whenever it can do so without prejudice to the efficient and 
proper conduct of its affairs, may investigate and determine the cost of the pro- 
duction or transportation of natural gas bv a natural-gas company in cases wher 
the Commission has no authority to establish a rate governing the transportation 
or sale of such natural gas. 

* * * * * * ^ 


EXTENSION OF FACILIT!ES; ABANDONMENT OF SERVICE 


Src. 7. (a) * * * 

* * * * * * * 

(e) Except in the cases governed by the provisos contained in subsection 
of this section, a certificate shall be issued to any qualified applicant therefor 
authorizing the whole or any part of the operation, sale, service, constructio: 
extension, or acquisition covered by the application, if it is found that the applica: 
is able and willing property to do the acts and to perform the service proposed ar 
to conform to the provisions of the act and the requirements, rules, and regula 
tions of the Commission thereunder, and that the proposed service, sale, operatio: 
construction, extension, or acquisition, to the extent authorized by the certificat 
is or will be required by the present or future public convenience and necessit 
otherwise such application shall be denied. The Commission shall have the pow: 
to attach to the issuance of the certificate and to the exercise of the rights grar 
thereunder such reasonable terms and conditions as the publie convenience a: 
necessity may require. Notwithstanding the foregcing provisions of this s 
section, in passing upon an application fcr a certificate which is supported b 
natural gas purchase contract, the Commission shall consider whether the price 
paid for such natural gas is the reasonable market price therecf at the point at wh 
the gas 1s to be delivered into the transportation facilities of the natural-gas compa? 
an or within the vicinity of the field or fields where produced, considering, amor 
other things, whether such market price has been competitively arrivea at, the eff: 
of the contract upon tne assurance of supply, and the reasonableness of the provisions 
of the contract as the, relate to existing or future prices. 
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Calendar No. 1235 


SATH CONGRESS t SENATE | REPORT 
Ist Session No. 1220 


PERMITTING THE RETIREMENT OF TEMPORARY OFFI- 
CERS OF THE NAVAL SERVICE AFTER COMPLETION OF 
MORE THAN 20 YEARS OF ACTIVE SERVICE 


Jur 28, 1955.—Ordered to be printed 


Mr. RvssELrL, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 2112] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2112) to amend the act of February 21, 1946 (60 Stat. 26), to 
permit the Dele ment. of temporary officers of the naval service after 
completion of more than 20 years of active service, having considered 
the same, report favorably thereon without ame ndment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize the retirement of temporary 
officers of the Regular Navy and Marine Corps in their commissioned 
grade after completing 20 vears of active service of which at least 10 
years is commissioned service. 


BACKGROUND 


Public Law 305 of the 79th Congress, effective February 21, 1946 
(60 Stat. 26) provides that regular officers of the Navy and Marine 
Corps, or the Reserve components, who complete 20 years of active 
service, of which at least 10 years is commissioned duty, may upon 
application be retired. The Comptroller General in a decision dated 
July 22, 1952 (B-109511), held that enlisted persons serving under 
temporary appointments as commissioned officers are not “officers of 
the Regular Navy” within the meaning of section 6 of Public Law 305, 
and therefore not eligible for retirement under that section. The 
effect of this decision is to require that temporary officers retire under 
the laws relating to enlisted personnel. Under such laws, if they wish 
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who have already retired and who would qualify under the provisions 
of this bil! after its enactment, to receive similar treatment as those 
retired subsequent to the effective date of this legislation. 


COST OF THE BILL 


The additional cost for fiscal year 1956 for section 2 of the bill, 
which affects only those already retired, is estimated to be $166,000. 

In addition, the estimated maximum cost submitted by the Depart- 
ment of Defense for the bill by fiscal year is as follows: 


Marine | Total 

















H 
Fiscal year Navy | Corps Total i Corps | 
| H j 
eet! xs $4, 207,492} $79, 000/$4, 286, 692 || 1963_...............|$2, 235,828] — $98, 000/$2, 333, 828 
Eb te Ss 3.920, 376; — 161,000! 4,081,376 || 1964 86, 000 2, 070, 236 
Ml Lcd | 3, 570, 528 156, 0^0! 3, 724, 598 1965 70, 000, 1, 552, 924 
1980.....--o--------| 3, 278, 244| — 146,000. 3,424, 244 || 1966 48, 000; 1, 081, 392 
MER LA A uL cadant | 2, 970, 600 129, 000 3,99, 600 || 1967... | 17,000! 628, 640 
"EB s eoonessel 2,010, 480 112,000 2, 722, 480 | 


These estimates represent the maximum cost and assume that all 
officers eligible under the law would voluntarily make application, 
and that the application would be approved. The maximum costs 
represent the difference between the retired pay to which the officer 
would be entitled if he transferred in enlisted status to the Fleet 
Reserve prior to completing the 30 years of total service, and the 
cost of his retirement in his commissioned grade. 


FISCAL DATA—-DEPARTMENTAL RECOMMENDATION 


It is estimated that the proposed legislation would cost approxi- 
mately $4,500,000 in fiscal vear 1957. Thereafter, the total additional 
cost would decrease as indicated in the table set forth earlier in this 
report. This iegislation is a part of the Department of Defense 
legislative program for 1955, as indicated by the letter printed below 
and hereby made a part of this report. The letter indicates that the 
lureau of the Budget has no objection to the departmental proposed 
legislation. 

DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 5, 1955. 
Hon. Sam RAYBURN, 
Speaker of the House of Representatives, 
House of Representatives, Washington, D. C. 

My Dear MR. Speaker: There is forwarded herewith a draft of legislation 
to amend the act of February 21, 1946 (60 Stat. 26), to permit the retirement of 
temporary officers of the naval service after completion of more than 20 vears of 
active service. 

This proposal is part of the Department of Defense legislative program for 1955 
and the Bureau of the Budget has advised that there is no objection to the pres- 
entation of this proposal for the consideration of the Congress. The Department 
of the Navy has been designated as the representative of the Department of 
Defense for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to make temporary officers of the 
naval service, whose permanent status is enlisted, eligible for voluntary retirement 
on completion of more than 20 years of active service, at least 10 years of which 
is commissioned service. 
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to retire with less than 30 years of active duty their only alternative 
is to revert to their enlisted status and apply for transfer to the Fleet 
Reserve and draw retainer pay. Upon completion of 30 years of 
service, including time in the Fleet Reserve, they are then retired and 
advanced on the retired list up to the highest grade satisfactorily held 
prior to June 30, 1946. 


DISCRIMINATORY NATURE OF EXISTING LAW 


The exclusion of temporary officers from the privilege of retiring in 
their officer status after 20 years’ service is discriminatory when it is 
considered that other classes of officers may retire in their officer 
grade on the basis of service which is similar to that performed by 
temporary officers. Such other groups include Reserve officers whose 
original status was enlisted, limited-duty officers, and commissioned 
warrant officers, including commissioned warrant officers who are 
serving temporarily in higher commissioned grades. 

Although the temporary officer of the Navy retains his permanent 
enlisted or warrant status, his responsibilities, duties, and authority 
are appropriate to the commissioned grade in which he is serving. 

The Army and Air Force have no system of awarding temporary 
regular appointments. In these services, however, there are large 
numbers of enlisted personnel who hold Reserve commissions and who 
have served on active duty in their commissioned status for a number 
of years. ‘These officers, under present statutes, may retire in their 
commissioned grade after serving 20 years on active duty, of which 
at least 10 years is commissioned service. 


EFFECT OF THE BILL 


The provisions of the bill are twofold. First, section 6 of Public 
Law 305, 79th Congress, which authorizes voluntary retirement after 
20 years of active service, including 10 years of commissioned service, 
for Regular and Reserve Navy and Marine Corps officers, :5 amended 
to include members of the naval service temporarily sppointed to a 
commissioned grade, but whose permanent status is enlisted. These 
relate to the so-called temporary Regular officers. In addition, the 
bill contains language which includes within the definition of active 
commissioned service, all active service performed under a temporary 
appointment to a commissioned grade, including a commissioned 
warrant grade, by an officer whose permanent status is enlisted. 

The bill, moreover, deletes the existing language of Public Law 
305, 79th Congress, which limits the rank in which officers te mporarih 
appointed may be retired in the highest rank held prior to June 3! 
1946. The deletion of this section would permit temporary officer 
to retire in the highest rank satisfactorily held without regard to date 
Army and Air Force officers retiring under similar circumstances ma) 
be retired in the highest rank satisfactorily held without regard to the 
June 30, 1946, limitation. 

The second major feature of the bill contained in section 2 provid 
that temporary officers already reured may, upon application, be 
advanced on the retired list to the highest rank satisfactorily held 
before his transfer to the Fleet Reserve. ‘This provision is not retro- 
active for pay purposes. It does, however, permit those officers 
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Section 6 of the act of February 21, 1946 (60 Stat. 27), provides that ‘When 
any officer of the Regular Navy or the Regular Marine Corps or the Reserve 
components thereof has completed more than 20 years of active service in the 
Navy, Marine Corps, or Coast Guard, or the Reserve components thereof, in- 
cluding active duty for training, at least 10 years of which shall have been active 
commissioned service, he may at any time thereafter, upon his own application, 
in the discretion of the President, be placed upon the retired list on the Ist day of 
such month as the President may designate.’ 

The Comptroller General, in a decision dated July 22, 1952 (B-109511), has 
held that enlisted personnel serving under temporary appointments as commis- 
sioned officers are not ‘officers of the Regular Navy" within the meaning of that 
term as used in section 6 of the act of February 21, 1946 (60 Stat. 27), and there- 
fore are not eligible to retire under that act. The effect of this decision is to limit 
these temporary officers to retirement under the laws relating to enlisted per- 
sonnel. Under these laws they may transfer in their enlisted status to the Fleet 
Reserve or Fleet Marine Corps Reserve after the completion of 20 years of active 
service, with further transfer to the retired list on completion of 30 years' service, 
including time in the Fleet Reserve or Fleet Marine Corps Reserve, and advance- 
ment to their officer rank at that time. 

When section 6 of the act of February 21, 1946, was enacted there were no 
temporary officers who could have qualified for retirement under its provisions 
and the possibility at that time that any of the temporary officers would complete 
the required 10 years of service in commissioned grades was considered remote 
Substantial numbers of temporary officers, however, have continued to serve in 
commissioned grades and now have the required 10 years of commissioned service 
The exclusion of these temporary officers from the privilege of retiring in their 
officer status after 20 years’ service is an inequity which has no basis in value or 
type of service rendered. Their treatment in respect to voluntary retirement is 
discriminatory when it is considered that other classes of officers may retire under 
the law on the basis of service which is factually similar to that of these tempo- 
rary Officers. Among those are Reserve officers whose original status was 
enlisted, limited-duty officers, and commissioned warrant officers, including com- 
missioned warrant officers who are serving temporarily in higher commissioned 
grades. 

The effect of this inequity will become more aggravated in the very near future 
The readjustment of active-duty officer strength to meet reduced budgetary 
provisions will require that many of the temporary appointments will be termi- 
nated. Many of these temporary officers with more than 20 vears’ service wil 
be faced with the option of serving in enlisted grades or of transferring to the 
Fleet Reserve or Fleet Marine Corps Reserve in a status which gives no recognitio: 
to their vears of valuable service in commissioned grades. 

Enactment of the proposed amendments to the act of February 21, 1946, would 
make those temporary officers, whose permanent status is enlisted, eligible for 
voluntary retirement after the completion of more than 20 years of active service 
at least 10 years of which has been commissioned service, and would permit 
them to have the highest rank in which they satisfactorily served when placed 
on the retired list. 

LEGISLATIVE REFERENCES 


This proposal was submitted to the 83d Congress by the Department of th: 
Navy as a part of the Department of Defense legislative program for 1954 but 
no further action was taken thereon. 


COST AND BUDGET DATA 


Enactment of this proposed legislation would result in additional cost to the 
Government, representing, in each individual case, the difference between retired 
pay in the commissioned grade to which the officer would be entitled to be retired 
and the retainer pay to which he would be entitled if transferred to the Fleet 
Reserve or Fleet Marine Reserve, for the period of time from the date of retire 
ment to the date when he would complete 30 vears' service. There are now on 
active duty in the Navy 3,683 and in the Marine Corps 153 temporary officers, 
whose permanent status is enlisted, who as of July 1, 1954, will have less than 
30 vears’ service. No estimate ean be made of the number of these officers wh 
would apply for voluntary retirement if the proposed legislation is enacted. It 
is expected that necessary reductions in numbers of temporary officers on active 
duty can be accomplished by retirements on 30 years’ service until fiscal year 
1957. Assuming that all officers who must have their temporary appointments 
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terminated will elect to retire in their commissioned officer grades rather than 
transfer to the Fleet Reserve or Fleet Marine Corps Reserve in an enlisted status 
the additional cost of the enactment of this proposed legislation is estimated 
as follows: 
(See table used elsewhere in this report.) 
Sincerely yours, 
C. S. THOMAS. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed in parallel columns the text of 
provisions of existing law which would be amended by the various 
provisions of the bill. 


Existing Law Tre BILL 


Act of February 21, 1946 (ch. 34, Section 1. * * * That the Act of 
60 Stat. 26), as amended February 21, 1946 (60 Stat. 26), as 
Sec. 6. When any officer of the amended, is further amended by— 
Regular Navy or the Regular Marine (a) inserting after the word 
Corps or the Reserve Components “thereof” where it first occurs a 
thereof has completed more than comma and the phrase “including 
twenty years of active service in the any member of the naval service 
Navy, Marine Corps, or Coast Guard, temporarily appointed to com- 
or the Reserve Components thereof, missioned grade whose permanent 
including active duty for trainirg, at status is enlisted,"; 
least ten years of which shall have been 
active commissiored service, he may at 
any time thereafter, upon his own 
application, in the discretion of the 
President, be placed upon the retired 
list on the first dav of such month as 
the President may designate. 

(b) adding at the end of section 6 
the following new sentence: ‘As 
used in this section ‘active com- 
missioned service’ includes all active 
service performed under a tempo- 
rary appointment to a commis- 
sioned grade, including a com- 
missioned warrant grade, by an 
officer whose permanent status is 
enlisted.”’; and 

Sec. 7. (c) The highest rank in which (c) deleting section 7 (c). 
an officer served on or prior to June 30, 
1946, or it a prisoner of war at any time 
during World War II, the highest rank 
to which an officer was temporarily 
appointed pursuant to the provisions of 
the Act approved July 24, 1941 (55 
Stat. 603), is the highest rank in which 
the officer may be retired and upon 
which his retired pav may be based 
pursuant to this section, unless under 
provisions of law other than those 
contained within this section he is 
entitled to a higher rank on the retired 
list or to a higher retired pay, or unless 
at the time of retirement he is serving in 
a higher permanent grade or rank. 


O 
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84TH CONGRESS } SENATE | REPORT 
1st Session No. 1221 


AUTHORIZING TRAVEL AND TRANSPORTATION ALLOWANCES, 
AND TRANSPORTATION OF DEPENDENTS AND OF BAGGAGE AND 
HOUSEHOLD EFFECTS TO HOMES OF THEIR SELECTION FOR 
CERTAIN MEMBERS OF UNIFORMED SERVICES 


JuLY 28, 1955.— Ordered to be printed 


— — — er 


Mr. RvssELL, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 6600] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 6600) to amend section 303 of the Career Compensation Act 
of 1949, to authorize travel and transportation allowances, and trans- 
portation of dependents and of baggage and household effects to the 
homes of their selection for certain members of the uniformed services, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to provide authority for 
the payment of travel and transportation allowances to all members 
of the uniformed services to a home of selection when (1) a member is 
retired for physical disability or placed on the temporary disability 
retired list or (2) retired for any other reason, or discharged with 
severance pay immediately following at least 8 years of continuous 
active duty. 

BACKGROUND 


This legislation concerns the question of certain members making 
a home of selection upon assuming a retired status. 

The Career Compensation Act of 1949, as amended, presently 
authorizes the payment of travel and transportation allowances to 
members of the uniformed services who are ordered to a retired status. 
The Comptroller General has held that section 303 (a) of the Career 
Compensation Act provided authority only for Regular members of 
the uniformed services to select their homes upon retirement. The 
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2 AUTHORIZING TRAVEL AND TRANSPORTATION ALLOWANCES 


effect of the Comptroller General's decision is that members of the 
Reserve components are denied the right to select their homes on 
retirement. Many of these officers have completed long years of 
active service. 

Prior to the Comptroller General's decisions of September 1953 and 
March 1954, the Joint Travel Regulations, effective April 1, 1951, 
promulgated pursuant to the Career Compensation Act of 1949, 
provided authority for travel and transportation allowances to homes 
of selection on retirement for all members of the uniformed services. 
It was considered that the broad terms of section 303 (a) of the 1949 
act authorized travel and transportation allowances to Reserve 
members in the same manner as had previously been authorized to 
members of the Regular services. A high percentage of the members 
of the Reserve components retired after many years of active service 
and, like members of the Regular services, have long ceased to have 
homes to which to return upon retirement, even though technically 
the records show that homes were designated upon entry on active 
duty. The Comptroller General had previously held that members 
of the Regular service could designate their homes of selection since 
such members were not regarded as having a home during their period 
of service. One year after retirement was the period in which Regular 
members were required to select their home. 


EFFECT OF THE BILL 


The effect of the bill is to remove the inequity, which precludes 
authority for Reserve officers to select their homes upon retirement. 
The bill provides affirmative legislative authority for travel and 
transportation allowances to homes of selection for all members of 
the uniformed services who are retired for physical disability, placed 
on the temporary disability retired list, or who are retired for any other 
reason, or discharged with severance pay immediately following at 
least 8 years of continuous active duty. In effect, the bill extends to 
all members of the uniformed services, benefits now enjoyed by Regular 
members with respect to receiving travel and transportation allow- 
ances to their homes of selection upon retirement, 


EFFECTIVE DATE OF LEGISLATION 


Section 3 of the bill provides that the act will be effective from 
April 1, 1951. This was the effective date of the Joint Travel Regula- 
tions which permitted members of the Reserve components to select 
their homes for travel and transportation purposes. "This legislation 
would therefore validate payments made by disbursing officers to 
members of Reserve components pursuant to the Joint 'Travel Regu- 
lations. 

It is also provided that no additional amount may be paid to 
members of uniformed services as a result of this amendatory act 
unless travel to such selected home was performed on or prior to 
April 28, 1953, or within 1 year after retirement or discharge, whichever 
islater. This language extends the same privileges to Reserves duri ing 
the periods in question as were extended to members of the Regular 
components. 
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FISCAL DATA—DEPARTMENTAL RECOMMENDATION 


The enactment of this proposal would not result in an increase of 
budgetary requirements for the Department of Defense. This 
legislation is part of the Department of Defense legislative program 
for 1955 as indicated by the letter printed below and hereby made 
a part of this report. The departmental letter indicates that the 
Bureau of the Budget interposes no objections to the enactment of 
this legislation. 


May 18, 1955. 
Hon. SaM RAYBURN, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend section 303 of the Career Compensation Act of 1949, to authorize travel 
and transportation allowances, and transportation of dependents and of baggage 
and household effects to the homes of their selection for certain members of the 
uniformed services, and for other purposes. 

This proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. It is 
recommended that this proposal be enacted. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to provide authority for the payment 
of travel and transportation allowances to all members of the uniformed services 
who are retired for physical disability or placed on the temporary disability 
retired list; or are retired for any other reason, or are discharged with severance 
pay, after serving at least 8 years continuous active duty, to homes of selection in 
accordance with uniform administrative regulations, by amending sections 303 (a) 
and 303 (c) of the Career Compensation Act of 1949 (63 Stat. 813, 814; 37 U. S. C. 
253). The authority for travel and transportation allowances including trans- 
portation of dependents and movement of household goods at Government 
expense for members of the regular services to homes of selection was contained 
in administrative regulations and was recognized by the Comptroller General 
of the United States as legally sufficient. Those regulations were based principally 
on the decision of the Comptroller General (4 Comp. Gen. 954; 30 id. 169) that 
a member of the regular service was regarded as not having a home during the 
period of his service and therefore was authorized to select a home to which he 
may perform travel thereto within a reasonable time after retirement. One year 
after retirement was considered as reasonable and thus the l-year rule was 
established, 

After the enactment of the Career Compensation Act of 1949, it was considered 
proper under the broad terms of section 303 (a) of that act to authorize travel and 
transportation allowances to Reserve members in the same manner as had previ- 
ously been authorized for members of the Regular services since a high percentage 
of members of the Reserve components retire after many years of service and who, 
like members of the Regular services, have long since ceased to have homes to 
which to return upon retirement even though technically the records show that 
the homes were designated upon entry on active duty. Also it frequently happens 
that Reserve members retired for disability cannot, without detriment to health, 
live at the places listed as their homes of record. Consequently, in the Joint 
Travel Regulations, effective April 1, 1951, there was provided authority to select 
a home. These regulations were authorized to be issued under section 303 (h) 
of the Career Compensation Act of 1949. It wes believed at the time of the 
promulgation of these regulations that section 303 (a) provided ample authority 
therefor since that section authorized regulations to be prescribed by the Secre- 
taries concerned, without limitation in this respect, for the travel and transporta- 
tion expenses of all members of the uniformed services upon separation from the 
service, placement on the temporary disability retired list, releases from active 
duty, or retirement, from the last duty station to home, or place from which 
ordered to active duty, and in addition authorized the respective Secretaries 
concerned to prescribe “the conditions under which travel and transportation 
allowances shall be authorized.” 
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4 AUTHORIZING TRAVEL AND TRANSPORTATION ALLOWANCES 


However, the Comptroller General of the United States in decisions (B-116568, 
September 21, 1953, B-116568, March 10, 1954, and B-117430, March 19, 1954) 
held that section 303 (a) of the Career Compensation Act of 1949 did not contain 
authority for promulgation of regulations which would authorize travel and 
transportation allowances for members of the Reserve components to their homes 
selected upon retirement. These decisions stated that entitlement for such 
allowances for a regular member appeared to have no application in the case of a 
reservist who had a home from which he was ordered to active duty and to which 
he may be expected to return upon release from active duty, whether by retire- 
ment or otherwise. The effect of these decisions, depriving members of the 
Reserve components of the services of the right to select their homes on retirement 
in the same manner as members of the Regular services, works a distinct hardship 
on them and is highly discriminatory, especially as to those with many years of 
active service. The proposed legislation is designed to correct this inequity by 
providing affirmative authority for travel and transportation allowances including 
transportation for dependents and movement of household effects at Government 
expense for members of the uniformed services who are retired for physical disa- 
bility or placed on the temporary disability retired list; or are retired for any 
other reason, or are discharged with severance pay, immediately following at least 
8 vears of continuous active duty, to homes of selection in accordance with uniform 
administrative regulations. 

The proposed legislation also would validate payments in the accounts of dis- 
bursing officers made to or on behalf of members of such Reserve components for 
travel and transportation allowances to homes of selection since April 1, 1951, the 
effective date of the Joint Travel Regulations, by amending sections 303 (a) and 
303 (c) of the Career Compensation Act of 1949 to make them retroactive to 
April 1, 1951. 

COST AND BUDGET DATA 


Enactment of this proposal would result in no increase in the budgetary require- 
ments of the Department of Defense. 
Sincerely yours, 
ROBERT T. STEVENS, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the proposal are 
. t 
shown as follows (proposed new matter is in italic). 


CAREER COMPENSATION AcT or 1949 (63 Srar. 813) 
TITLE III 
Provistons RELATING TO ALLOWANCES 
» * * 


TRAVEL AND TRANSPORTATION ALLOWANCES 


Sec. 303. (a) Under regulations prescribed by the Secretaries concerned, members 
of the uniformed services shall be entitled to receive travel and transportation 
allowances for travel performed or to be performed under competent orders 
(1) upon a change of permanent station, or otherwise, or when away from their 
designated posts of duty regardless of the length of time away from such desig- 
nated posts of duty, (2) upon appointment, call to active duty, enlistment, or 
induction, from home or from the place from which ordered to active duty to 
first station, and (3) upon separation from the service, placement upon the 
temporary disability retired list, release from active duty, or retirement, from 
last duty station to home or to the place from which ordered to active duty, 
regardless of the fact that such member may not be a member of the uniformed 
services at the time his travel is performed or is to be performed. Under uniform 
regulations prescribed by the Secretaries concerned, a member of the uniformed 
services who— 

(1) is retired for physical disability or placed upon the temporary disability 
retired list; or 
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(2) ts retired for any other reason, or is discharged with severance pay, imme- 
diately following at least eight years of continuous active duty (no single break 
therein of more than ninety days); 

may select his home for the purposes of the travel and transportation allowances 
payable under this subsection. Allowances above authorized may be paid without 
regard to the comparative costs of the various modes of transportation. The 
respective Secretaries concerned may prescribe (1) the conditions under which 
travel and transportation allowances shall be authorized, including advance pay- 
ments thereof, and (2) the allowances for types of travel not to exceed amounts 
herein authorized. The travel and transportation allowances which shall be 
authorized for each type of travel shall be limited to one of the following: (1) 
Transportation in kind, reimbursement therefor, or a monetary allowance in 
lieu of cost of transportation at a rate not in excess of 7 cents per mile based on 
distances established or to be established over the shortest usually traveled 
routes, in accordance with mileage tables prepared by the Chief of Finance of 
the Department of the Army under the direction of the Secretary of the Army, 
(2) transportation in kind, reimbursement therefor, or a monetary allowance as 
provided in (1) of this sentence, plus a per diem in lieu of subsistence not to 
exceed $9 per day, or (3) for travel within the continental limits of the United 
States a mileage allowance of not exceeding 10 cents per mile based on distances 
established or to be established pursuant to existing law: Provided, That the 
travel and transportation allowances under conditions authorized herein for such 
members may be paid on separation from the service, or release from active 
duty, regardless of whether or not such member performs the travel involved. 

(b) * * * 

(c) In addition to the allowances authorized above, under such conditions and 
limitations and for such ranks, grades, or ratings and to and from such locations 
as may be prescribed by the Secretaries concerned, members of the uniformed 
services when ordered to make a change of permanent station shall be entitled 
to transportation in kind for dependents or to reimbursement therefor, or to a 
monetary allowance in lieu of such transportation in kind at a rate to be pre- 
scribed not in excess of the rate authorized in subsection (a) of this section, and 
in connection with a change of station (whether temporary or permanent), to 
transportation (including packing, crating, dravage, temporary storage, and 
unpacking) of baggage and household effects, or reimbursement therefor, to and 
from such locations and within such weight allowances as may be prescribed by 
the Secretaries, without regard to the comparative costs of the various modes of 
transportation. When orders directing a change of permanant station for the 
member concerned have not been issued, or when such orders have been issued 
but are of such a nature that they cannot be used as authority for transportation 
oi dependents and baggage and household effects, the Secretaries concerned may, 
nevertheless, authorize the movement of the dependents and baggage and house- 
hold effects and prescribe transportation in kind, reimbursement therefor, or a 
monetary allowance in lieu thereof as authorized in this subsection, as the case 
may be, only under unusual or emergency circumstances, including but not lim- 
ited to, (1) circumstances when duty is being performed by such member at 
places designated by the Secretary concerned as within zones from which depend- 
ents should be evacuated, (2) circumstances when orders which direct temporary 
duty travel of such member do not provide for return to the permanent station 
or do not specify or imply any limit to the period of absence from the permanent 
station, or (3) circumstances when such members are serving on permanent duty 
at stations outside the continental United States or in Alaska, or on sea duty. 
The Secretary concerned shall define the term “permanent station,” which defini- 
tion shall include, but not be limited to, a shore station or the home vard or home 
port of the vessel to which a member of the uniformed services entitled to receive 
basic pay may be ordered, and a duly authorized change in home yard or home 
port of such vessel shall be deemed a change of permanent station. Under 
regulations prescribed by the Secretary concerned, transportation for dependents 
and baggage and household effects are authorized upon the death of a member 
of the uniformed services while entitled to receive basic pay pursuant to section 
201 (e) of this Act. Under uniform regulations prescribed by the Secretaries 
concerned, a member of the uniformed services who 

(1) is retired for physical disability or placed on the temporary disability 
retired list; or 

(2) is retired for any other reason, or is discharged with severance pay, im- 
mediately following at least eight years of continuous active duty (no single 
break therein of more than ninety days); 
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6 AUTHORIZING TRAVEL AND TRANSPORTATION ALLOWANCES 


is entitled to transportation for his dependents and for his baggage and household 
effects to the home selected for allowance purposes under subsection (a) of this section. 


* > * * * * + 
H. R. 6600, 84ra Concress (Tae BILL) 


SEc. 8. This Act shall be effective from April 1, 1951. No additional amount 
may be paid to members of reserve components as a result of enactment of this amenda- 
tory Act unless travel to such selected home be performed on or prior to April 28, 1958, 
or within one year after such retirement or discharge, whichever is later. 


O 
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84TH CONGRESS l SENATE i Report 
1st Session No. 1222 
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PROVIDING FOR THE CONVEYANCE OF CAMP LIVING- 
STON, CAMP BEAUREGARD, AND ESLER FIELD, LA., TO 
THE STATE OF LOUISIANA 


Jury 28, 1955.—Ordered to be printed 


Mr. StTennis, from the Committee on Armed Services, submitted the 
following 


REPORT 
[To accompany S. 637] 


'The Committee on Armed Services, to whom was referred the bill 
(S. 637) to provide for the conveyance of Camp Livingston, Camp 
Beauregard, and Esler Field, La., to the State of Louisiana, and for 
other purposes, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 


AMENDMENT 
Section 1 of the bill is amended to read as follows: 


That the Secretary of the Army is authorized and directed, if he determines 
that the real property comprising Camp Livingston, Camp Beauregard and Esler 
Field, or any part thereof, is available for conveyance to the State of Louisiana 
for the training and support of the National Guard of Louisiana, to convey all 
the right, title, and interest oí the United States in such property, together with 
improvements thereon &nd appurtenances thereunto belonging, to the State of 
Louisiana by quitclaim deed, without monetary consideration therefor, but upon 
condition that it shall be used for the aforesaid purposes and if such real property 
shall ever cease to be used for such purposes, all the right, title and interest in 
and to such real property shall revert to and become the property of the United 
States which shall have the immediate right of entry thereon, and to be further 
subject to the reservation by the United States of all mineral rights, including oil 
and gas; the right of reentry and use by the United States in the event of need 
therefor during a national emergency; and such other reservations, restrictions, 
terms, and conditions as the Secretary determines to be necessary to properly 
protect the interests of the United States. 


EXPLANATION OF THE AMENDMENT 


The amendment was recommended by the Department of the 
Army, on behalf of the Department of Defense, in order to continue 
the availability of this property for utilization in connection with 
large-scale maneuvers in Louisiana this year. Camp Beauregard is 
presently available for transfer and it is anticipated that Camp Liv- 
ingston and Esler Field may be available for transfer to the State at 
the conclusion of the maneuvers planned later this year. 

55006 
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CONVEY MILITARY CAMPS TO STATE OF LOUISIANA 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to authorize the conveyance 
of Camp Livingston, Camp Beauregard, and Esler Field, La., to-the 
State of Louisiana to be used for the training and support of the 
National Guard. The authority for the conveyance is subject to a 
determination by the Secretary of the Army that the property is 
available for conveyance. 


NECESSITY FOR LEGISLATION OF THIS TYPE 


In the exercise of its constitutional power to regulate the disposal 
of Federal property, the Congress by general legislation has provided 
for maximum utilization of federally ‘owned property and has pro- 
vided generally and specifically for disposal of surplus property. The 
principal statute on this subject is the Federal Property and Adminis- 
trative Services Act, Public Law 152, 81st Congress, as amended 
Provisions have been made for transfers of surplus Government-owned 
property, both real and personal, to States, political subdivisions, and 
tax-supported or nonprofit institutions for health and educational 
purposes. Section 203 (k) of the Federal Property and Administra- 
tive Services Act, as amended, in effect authorizes these transfers 
without consideration by providing public benefit allowances of up to 
100 percent. Provisions are made for transfers, without compensa- 
tion to the n m of surplus realty for historic monument 
purposes (50 U. '. App. 1622h). States or political subdivisions are 
given a public ed fit allowance of 50 percent of the fair value with 
respect to transfers of surplus realty for park and recreational use 
(Public Law 616, 80th Cong.). Statutory provisions are made for 
transfer without monetary consideration of surplus, Government- 
owned airport property to States or political subdivisions for public 
airport use (50 U. S. C. 1622). 

No general provision of law now in effect authorizes the transfer of 
surplus Government-owned real property to States for National 
Guard purposes. Nevertheless, the Congress has by separate law 
authorized many conveyances of federally owned realty to the various 
States to be used for National Guard purposes. With rare exceptions, 
these laws have provided that the transfers pursuant thereto would be 
subject to reservations of Federal use during national emerzencies and 
were conditioned on automatic reversion in the event of nonuse for 
National Guard purposes. 

During the 83d Congress six real property conveyances were 
authorized for sation Guard purposes by separate acts. During the 
current session of the 84th Congress, at least three such bills have be- 
come law and others are in various stages of enactment. 


INFORMATION ON THE PROPERTY TO BE CONVEYED 


The Beauregard National Guard Target Range, near Alexandria, 
La., was established by the War Department during the period 1928-31 
by the acquisition of approximately 8,298.86 acres for an artillery 
range, 305.83 acres for a rifle range, and 161.60 acres for the expansion 
of National Guard training facilities at the 260-acre State-owned 
Camp Beauregard adjoining the 161.60-acre tract and the rifle range. 
In 1941-42, the lands comprising the Beauregard National Guard 
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Target Range provided the basis for the establishment of three 
separate but closely integrated War Department installations serving 
a vital need during World War II. The 467.43 acres comprising the 
rifle range and the Camp Beauregard tract were combined with the 
State-owned Camp Beauregard Military Reservation. Approximately 
1,595.47 of the 8,298.86 acres acquired for the target range were used 
for the establishment of Esler Army Airfield and 6,703.39 acres were 
used for the establishment of Camp Livingston. 

In expanding the area set aside for the establishment of Camp 
Livingston as an infantry training camp, the War —— ob- 
tained the use of 5,711.32 acres of land within the Kisatchie National 
Forest and acquired fee title to approximately 6,000 acres of land 
contiguous to the two areas. The installation was developed for 
military use at a cost of approximately $34 million. In 1947, approxi- 
mately 2,549.44 acres of the national forest lands, on which only 
minor military improvements were made, were relinquished and the 
remainder of the national forest lands, which were substantially 
improved and modified by the War Department, was reported to the 
War Assets Administration for disposition as surplus property. 
Since 1948, the National Guard of Louisiana has been using 400 
acres of the national forest lands and the approximately 11, 456.10 
acres of land acquired by the War Department which would be 
affected by the enactment of S. 637. An additional area embracing 
1,044.43 acres belonging to the Department of the Army is no longer 
required by tbe Department but approximately 322.48 acres are needed 
by the Department of the Navy and the Department of the Air Force 
is studying its requirements for the remaining 721.95 acres. 

The 467.43 acres of Government-owned land adjacent to the State- 
owned Camp Beauregard were developed for military use during World 
War II at a cost of approximately $311,000. Since 1947, the property 
has been used by the National Guard of Louisiana as State mainten- 
ance headquarters for repairing and servicing National Guard vehicles 
and as a general supply depot. 

In establishing Esler Army Airfield in 1941, the War Department 
acquired approximately 395.96 acres of land adjoining the 1,595.47 
acres formerly a part of Beauregard National Guard Target Range 
and adapted and developed the area for military airfield use at a cost 
of approximately $3,290,000. In 1944, avigation easements over 
382.18 acres of land iude the airfield were acquired in order to 
eliminate flight hazards. Early in 1946, the entire installation was 
reported to the War Assets Administration for disposition as surplus 
property. However, late in 1946, the property was withdrawn from 
surplus by the War Department and the National Guard of Louisiana 
has used it since 1947 for the training and support of the National 
Guard, including storage of supplies and equipment, 


RESERVATIONS AND RESTRICTIONS 


The bill reserves to the United States all mineral rights, including 
gas and oil. 

In the event of need for this property during a national emergency 
the United States reserves a right of reentry and use. 

If the State of Louisiana ceases to use the property for the training 
and support of the National Guard of Louisiana, the title to the prop- 
erty would immediately revert to and revest in the United States. 
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The Secretary of the Army is authorized to impose such other con- 
ditions and terms as he determines to be necessary properly to protect 
the interest of the United States. 


DEPARTMENTAL RECOMMENDATIONS—COST DATA 


Enactment of this bill, as amended, will not involve the expenditure 
of any Department of Defense funds. 

The Department of the Army, on behalf of the Department of 
Defense, is not opposed to the enactment of this bill as it has been 
amended. The views of the Department of Defense are set forth in 
a letter from the Secretary of the Army that is printed below and 
hereby made a part of this report. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 29, 1955, 
Hon. Ricnarp B. RUSSELL, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuarRMan: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 637, 84th 
Congress, a bill to provide for the conveyance of Camp Livingston, Camp Beaure- 
gard, and Esler Field, La., to the State of Louisiana, and for other purposes 
The Secretary of Defense has delegated to the Department of the Army the 
responsibility for expressing the views of the Department of Defense thereon. 

The Department of the Army on behalf of the Department of Defense is not 
opposed to the enactment of this bill but recommends that it be amended in the 
manner set forth in this report. 

The purpose of the bill is indicated in its title. 

The — ard National Guard Target Range, near Aiexandria, La., was estab- 
lished by the War Department during the period 1928-31 by the acquisition of 
approximately 8,298.86 acres for an artiliery range, 305.83 acres for a rifle range, 
and 161.60 acres for the expansion of National Guard training facilities at the 
260-acre State-owned Camp Beauregard adjoining the 161.60-acre tract and the 
rifle range. In 1941-42, the lands comprising the Beauregard National Guard 
Target Range provided the basis for the establishment of three separate, but 
closely integrated, War Department installations serving & vital need during 
World War II. The 467.43 acres comprising the rifle range and the Camp 
Beauregard tract were combined with the State-owned Camp Beauregard Military 
Reservation. Approximately 1,595.47 of the 8,298.86 acres acquired for the target 
range were used for the establishment of Esler Army Airfield and 6,703.39 acres 
were used for the establishment of Camp Livingston. 

In expanding the area set aside for the establishment of Camp Livingston as an 
infantry training camp, the War Department obtained the use of 5,711.32 acres 
of land within the Kisatchie National Forest and acquired fee title to approxi- 
mately 6,000 acres of land contiguous to the two areas. The installation was 
developed for military use at a cost of approximately $34 million. In 1947, 
approximately 2,549.44 acres of the national forest lands, on which only minor 
military improvements were made, were relinquished and the remainder of the 
national forest lands, which were substantially improved and modified by the 
War Department, was reported to the War Assets Administration for dispositio: 
as surplus property. Since 1948, the National Guard of Louisiana has been using 
400 acres of the national forest lands and the approximately 11,456.10 acres of 
land acquired by the War Department which would be affected by the enactment 
of S. 637. An additiona] area embracing 1,044.43 acres belonging to the Depart- 
ment of the Army is no longer required by the Department but approximate! 
322.48 acres are needed by the Department of the Navy and the Department of 
the Air Force is studying its requirements for the remaining 721.95 acres. 

The 467.43 acres of Government-owned land adjacent to the State-owned Camp 
Beauregard were developed for military use during World War II at a cost of 
approximately $311,000. Since 1947, the property has been used by the National 
Guard of Louisiana as State maintenance headquarters for repairing and servicing 
National Guard vehicles and as a general supply depot. 

In establishing Esler Army Airfield in 1941, the War Department acquired 
approximately 395.96 acres of land adjoining the 1,595.47 acres formerly a part 
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of Beauregard National Guard Target Range and adapted and developed the 
area for military airfield use at a cost of approximately $3,290,000. In 1944, 
avigation easements over 382.18 acres of land adjoining the airfield were acquired 
in order to eliminate flight hazards. Early in 1946, the entire installation was 
reported to the War Assets Administration for disposition as surplus property. 
However, late in 1946, the property was withdrawn from surplus by the War 
Department and the National Guard of Louisiana has used it since 1947 for the 
training and support of the National Guard, including storage of supplies and 
equipment. 

The Department of the Army is developing plans for large-scale field maneuvers 
in Louisiana this year and proposes to utilize Government-owned land, including 
Camp Livingston and Esler Field, to the maximum extent feasible in satisfying 
real estate requirements for these maneuvers. In view thereof, the Department 
of the Army would prefer that the scope of this bill be limited to Camp Beauregard 
and that consideration of legislation providing for the transfer of Camp Livingston 
and Esler Field to the State of Louisiana be deferred until the 2d session of the 
84th Congress. If this recommendation is favorably considered, it is recom- 
mended that the enclosed draft bill be substituted for S. 637. If, on the other 
hand, it is determined that action should be taken at this time, to provide for the 
conveyance of the three installations to the State of Louisiana, it is recommended 
that section 1 of S. 637 be amended to read as follows: 

“That the Secretary of the Army is authorized and directed, when he determines 
that the real property comprising Camp Livingston, Camp Beauregard and Esler 
Field, or any part thereof, is available for conveyance to the State of Louisiana 
for the training and support of the National Guard of Louisiana, to convey all the 
right, title and interest of the United States in such property, together with im- 
provements thereon and appurtenances thereunto belonging, to the State of 
Louisiana by quitclaim deed, without monetary consideration therefor, but upon 
condition that it shall be used for the aforesaid purposes and if such real property 
shall ever cease to be used for such purposes, all the right, title and interest in and 
to such real property shall revert to and become the property of the United States 
which shall have the immediate right of entry thereon, and to be further subject 
to the reservation by the United States of all mineral rights, including oil and gas; 
the right of reentry and use by the United States in the event of need therefor 
during a national emergency; and such other reservations, restrictions, terms, and 
conditions as the Secretary determines to be necessary to properly protect the 
interests of the United States." 

The language in section 1 of the bill and in the proposed amendment is con- 
sidered sufficient in scope to authorize the convevance of avigation easements over 
362.18 acres of land adjoining Esler Field with the Government-owned land com- 
prising the field. 

Enactment of this measure will not involve the expenditure of any Department 
of Defense funds. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that this report be expedited, it is 
submitted without a determination by the Bureau of the Budget as to whether it 
conforms to the program of the President. As soon as such advice is received it 
will be forwarded to your committee, 

Sincerely yours, 
(Signed) Rosertr T. STEVENS, 
O Secretary of the Army. 
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PROVIDING FOR THE SALE OF THE PORT NEWARK ARMY 
BASE TO THE CITY OF NEWARK, N. J. 


Jury 28, 1955.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany S. 2624} 


The Committee on Armed Services, to whom was referred the bill 
(S. 2624) to amend an act entitled *An act to provide for the sale of 
the Port Newark Army Base to the city of Newark, N. J., and for 
other purposes,” approved June 20, 1936, as amended, report favor- 
ably thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to revise the basis on which the Govern- 
ment would compensate the city of Newark, N. J., or its authorized 
lessee, for a taking by the United States during a war or national 
emergency of the Marine Terminal known as the Port Newark Army 
Base. 

HISTORICAL BACKGROUND 


The act of June 20, 1936, as amended by the act of April 15, 1948, 
authorized the sale of the facilities comprising the Port Newark Army 
Base to the city of Newark for a monetary consideration of $2 million. 
The United States retained the right to reenter and to use the property 
in the event of war or a national emergency declared by the Congress 
by paying 3 percent of the purchase price. Thus, the maximum 
compensation that could be paid to the city of Newark, or its au- 
thorized lessee, for the use of these facilities during a national emer- 
gency declared by the Congress, or war, is $60,000 per annum. 

All buildings, structures, and utilities comprising this facility are 
now in poor condition. Fifteen hundred feet of the wharf must be 
rebuilt if it is to be used at all. The electrical wiring, water mains, 
sprinkler system, and heating systems must be replaced. Practically 
all the building platforms and all the street areas must be rebuilt. It 
is anticipated that about $5 million must be invested in the premises 
immediately, and about $5 millio more by 1960, if commercial tenants 
are to occupy the site and thus provide sufficient revenue to permit 
the preservation, and continued maintenance, and rehabilitation of 
the area so as to insure its continued av ailability as a marine terminal 
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in good operating condition. The improvement of the deteriorating 
facilities at Port Newark Army Base is important to the United States 
Government since it will result in a valuable facility which would be 
available to the United States for mobilization purposes. 

The statutory limitation of $60,000 on the compensation that the 
United States can pay for use of these facilities during a war or 
national emergency declared by the Congress constitutes a serious 
deterrent to the substantial rehabilitation or improvement of the 
facility by the city of Newark, or its lessee, the Port of New York 
Authority. 

WHAT THE BILL DOES 


The principal effect of the bill is to provide a sliding-scale formula 
of compensation in the event the United States recaptures use of this 
property during a war or national emergency declared by the Congress. 
The sliding scale is based on the amounts expended for rehabilitation 
and reconstruction of the property. It should be emphasized that 
these amounts to be expended are not Government funds, but will be 
expended by private groups. 

For any improvements of less than $3 million there would be no 
increase in the rental under a recapture, so that the rental would 
remain at $60,000. For any improvements in an amount more than 
$3 million, but less than $10 million, the Government would pay 
$60,000 plus a sum equal to three-fifths of the annual fair rental value 
of the property on the date of reentry. 

If more than $10 million has been expended for the rehabilitation 
and reconstruction, on reentry the United States would pay $60,000 
per year plus the percentage of the fair rental value that the fa 
market value minus $3,200,000 is to the total fair market value. The 
$3,200,000 figure is assumed to be the Government’s interest in the 
property today. The compensation under this formula can perhaps 
best be illustrated by using hypothetical figures. It is emphasized 
that the following example is wholly hypothetical for the purposes of 
illustration: 


i 


Presume $10 million spent on improvements. We may then presume a t 
market value $13,200,000 and applying an 8 percent return, a fair rental valu 
approximately $1,056,000 per vear 

In that case the Government rent would be: 

Fair market value ($13,200,000) minus ($3,200,000) $10,000,000 
Fair market value ($13,200,000) $13,200,000 

Therefore, 75% percent of $1,056,000 (fair rental value) ==$799,920 
Base rent == 60,000 plus 


=75% percent 


QUERN on Lube wo ROT MERECE AERE 859,920 

Other provisions of the bill 

If the United States and the city of Newark, or its lessee, are unable 
to agree on the fair market value, or the fair rental value, on the date 
of reentry when such values are required for rental computation 
purposes, it is provided that the parties shall be guided by two ap- 
praisers, but if the United States and the city of Newark are then 
unable to agree, jurisdiction would then be conferred on the United 
States District Court in and for the District of New Jersey to determine 
such values, 

The sums expended for normal maintenance and any moneys paid 
by the United States in lieu of restoration, or for damages either during 
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a lease or a period of reentry, would be excluded from the amount 
expended for improvements on which the rental formulas are based. 

It is provided that during any period of reentry the United States 
shall have the right to make additions and improvements and to re- 
move any such additions and improvements prior to return of the 
property to the city of Newark, or its lessee. 

After a period of reentry and use, unless the United States returns 
the property in the same condition as it was at the time of reentry, fair 
and reasonable restoration costs shall be allocated between the United 
States and the citv of Newark, or its lessee, in accordance with a 
formula related to the formula for payment of rentals, which in turn is 
based on the amount of moneys expended by parties other than the 
United States on the installation and the then current market value 
of the property. The bill excludes liability by the United States for 
damages caused by the elements or circumstances over which the 
Government has no control. If the city, or its lessee, and the United 
States are unable to agree on the amount of damages, the bill confers 
jurisdiction on the United States District Court to establish such 
amount. 

COMMITTEE ACTION ON THE BILL 


As is indicated below under the heading “Departmental recom- 
mendations,” the Department of Defense has no objection to the 
enactment of this bill, although the Department desires an amendment 
to permit utilization of these facilities under the rental formula 
included in the bill during a national emergency declared by the 
President, in addition to the authority contained in the bill for such 
use during a war or national emergency declared by the Congress. 

The committee was advised that the existence of statutory authority 
for the utilization of this property under the rental formula prescribed 
by this bill, such rentals being less than the fair market value, during 
a national emergency declared only by the President would constitute 
such & deterrent to private investment in the rehabilitation of the 
terminal that no rehabilitation or reconstruction would be accom- 
plished. "Thus, the property would remain in its present deteriorated 
condition, and if required by the Government in a future emergency, 
the rehabilitation and construction would probably have to be accom- 
plished through the use of Government funds. Consequently, the 
committee has not amended the bill in this respect as recommended 
by the Department of Defense. "The Department's recommendation 
was based on experience during the emergency declared by the Presi- 
dent following the outbreak of hostilities in Korea, when the Depart- 
ment recaptured use of the facility and was required to pay fair market 
rental, since the emergency had not been declared by the Congress. 
The cost of this rental, including the cost of relocating the tenants, 
was $552,000 per year. While it is a commendable objective to include 
such authority in this bill, it must be remembered that the sums to 
be expended for rehabilitation and reconstruction are to come from 
private sources and that if the inclusion of such a provision deters 
this investment, no useful purpose will have been served. 

While the committee has declined to adopt the suggested amend- 
ment, which would have given the Government the benefit of a reduced 
rental during an emergency declared by the President, it should be 
noted that this action does not deny the United States the power 
that it has under other authority to acquire and to use this property 
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if it is needed during such an emergency. ‘The difference is that in an 
emergency declared by the President, the Government in taking the 
property under other authority would be obligated to pay the fair 
rental value. 

DEPARTMENTAL RECOMMENDATIONS 


The views of the Department of Defense on this bill, and its pred- 
ecessor, S. 2519, are set forth in the letters dated July 20, 1955, and 
July 22, 1955, from the Director of Legislative Programs from the 
Department of Defense, which are printed below and hereby made a 
part of this report. 


OFFICE OF THE AssISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PuBLic AFFAIRS, 
Washington 25, D. C., July 20, 1955. 
Hon. Ricnangp B. RvussELL, 
Chairman, Committee on Armed Services, 
United States Senaie. 

Dear Mr. CuHarrMan: This is in reply to vour request for the views of the 
Department of Defense with respect to 5. 2519, a bill to amend an act entitled 
*An act to provide for the sale of the Port Newark Army Base to the citv of 
Newark, N. J., and for other purposes," approved June 20, 1936, as amended 
8. 2519 would amend the act of June 20, 1936, as amended, with reference to 
the damages to be paid to the city of Newark, N. J., for a taking by the United 
States during a war or national emergency of the marine terminal known as the 
Port Newark Army Base. The purpose of the amendment is to provide a revised 
basis for payments by the United States for occupancy of the marine terminal, 
in contemplation of substantial improvements to such property by the Port of 
New York Authority, as lessee of the citv of Newark. The improvement of the 
deteriorating facilities at Port Newark Army Base is important to the United 
States Government inasmuch as it will result in a valuable facility which would 
be available to the United States for mobilization purposes. Under the contract 
of sale entered into pursuant to the act of June 20, 1936, the United States on 
reentry would pav to the city of Newark a maximum of $60,000 rer annum as 
‘liquidated damages.” This limitation constitutes a serious Ceterrent to the 
substantial rehabilitation or improvement of the facility by the city of Newark 
or its lessee, the Port of New York Authority. The purpose of 5. 2519 is to pr: 
vide an equitable formula for determining some sums to be paid by the Ut: 
States for the use of the property during any period of reentry during a state 
war or national emergency. 

The act of June 20, 1936, as amended, permits reentry by the United States 
only in the event of war or any national emergency declared by Congress and not 
during a national emergency declared by the President. When, in 1951, the utili- 
zation of the Port Newark Army Base facility was required by the Department of 
the Air Force, it was necessary to enter into a lease and pay a fair rental value 
for the property since the United States was then in a state of national emergency 
declared bv the President rather than by the Congress. It was necessary for the 
Air Force to pay rent therefor at a rate many times the $60,000 per annum rate 
authorized for periods of reentry 

If S. 2519 is amended to provide for the recapture of the Port Newark Army 
Base in the event of a future national emergency declared by the President, the 
Department of Defense would strongly recommend its enactment. 

In order to accomplish that purpose and include certain other amendments 
which are strongly recommended by the Department of Defense, a substitute 
draft of bill has been prepared and is enclosed. 

The additional amendments and explanations thereof are as follows: 

(1) 5. 2519 provides for payment by the United States in certain instances to 
the citv of Newark, or to the Port of New York Authority if the property is then 
under lease to the Port of New York Authority. The proposed substitute bill 
would provide for payment to the citv of Newark, or its authorized lessee or des- 
ignee, without binding the Government to make a determination of whether or 
not the property is then under lease to the Port of New York Authority. 

(2) Under the formula proposed by 8. 2519 credit in the determination of rental 
payments to be made would be given to moneys expended by the city of Newark, 
or its lessee, for “the repair, reconstruction, rehabilitation, or improvement of 
the said property." The substitute bill would take into consideration sums 
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expended other than by the United States for “eapital repair and improvement, 
and reconstruction or rehabilitation, other than normal maintenance.” The 
substitute bill would also exclude from consideration any moneys paid by the 
United States in lieu of restoration or for damages either during a lease or a period 
of reentry. 

(3) S. 2519 would confer authority on a board of 3 appraisers (1 appointed by 
the United States, 1 by the city or the port authority, and 1 by the 2 appointed 
by the respective parties) to establish the annual fair rental value or the fair 
market value of the property as of the date of taking or reentering if the United 
States and the city of Newark are unable to agree thereon. It has always been a 
function of the judicial process to determine such values in the event of disagree- 
ment between the United States and the owner of property required for use by the 
United States. It is believed that no useful purpose will be served by abandoning 
that principle in this case. S. 2519 does not provide a procedure in the event of 
disagreement either in the appointment of the third appraiser or among them in 
reaching value. The enclosed substitute bill provides for the employment of 
appraisers to guide and advise the parties, but if the United States and the city 
of Newark are unable to agree, jurisdiction would then be conferred on the 
United States district court in and for the district of New Jersey to determine 
such values 

(4) S. 2519 would impose an obligation on the United States to return the 
property in the same condition as at the time it was taken over, reasonable wear 
and tear excepted, and that unless the property was so returned, the United States 
should pay ‘the fair and reasonable restoration costs.” It is further provided that 
in the event of disagreement that a board of appraisers shall determine the alloca- 
tion of costs between the United States and the city of Newark in accordance 
with a formula related back to the formula for payment of rental, which in turn 
is based on the amount of money expended other than by the United States on the 
installation and the then current market vaiue of the property. Under the act of 
June 20, 1936, as amended, the United States has no obligation or restoration. 
The substitute bill specifically excludes liability by the United States for any 
damages caused by the elements or by circumstances over which the Government 
has no control. If the city and the United States are unable to agree on the 
amount of damages, the substitute bill would confer jurisdiction on the United 
States district court to establish such amount. 

In summary, the Department of Defense strongly favors the enactment of 
S. 2519 if it is amended to provide authority for the recapture of port Newark 
Armv base in the event of future national emergencies declared by the President. 
Additionally, the Department of Defense recommends adoption of the other 
amendments enumerated in this reply and enactment of the enclosed substitute 
draft of bill, which it is felt substantially reflects the understandings which were 
reached in conferences between representatives of this department and repre- 
sentatives of the Port of New York Authority. 

Time has not permitted the submission of this report to the Bureau of the 
Budget for advice as to its relation to the program of the President. When such 
advice is available, it will be forwarded to you. 

Sincerely yours, 
ucnuanp A. BvDDEKE, 
Director, Legislative Programs. 


Orrick oF THE AssrsTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PUBLIC AFFAIRS, 
Washington 25, D. C., July 22, 1955. 
Hon. Ricnanp B. RussELL, 
Chairman, Commitiee on Armed Services, 
United States Senate. 

Dear Mr. CuarrMaNn: This letter supplements my letter of July 20, 1955, con- 
cerning the views of the Department of Defense with respect to S. 2519, a bill ‘To 
amend an act entitled ‘An Act to provide for the sale of the Port Newark Army 
Base to the city of Newark, N. J., and for other purposes’, approved June 20, 
1936, as amended.” 

Since that letter was submitted, conferences have taken place between repre- 
sentatives of this department and representatives of the Port of New York Au- 
thority. As a result of those conferences, the representatives of the Port of New 
York Authority have submitted a revised draft of bill incorporating, in principle, 
all of the amendments recommended by the Department of Defense except for 
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the amendment which would have provided authority for the United States to 
reenter the Port Newark Army Base during future national emergencies declared 
by the President. 

A copy of that revised draft is enclosed, and the Department of Defense has no 
objection to its enactment. However, as more completely set forth in the earlier 
letter, because of the much higher costs (rental, etc.) which are involved if the 
property is leased or condemned, such as during the Korean hostilities, the de- 
partment continues to strongly recommend that the bill be amended to provide 
authority for reentry during future national emergencies declared by the President. 


Time has not permitted the submission of this supplemental report to the Bureau 
of the Budget for advice as to its relation to the program of the President. When 
such advice is available it will be submitted to you. 


Sincerely yours, 


Ricuarp A. BupDEKE, 
Director, Legislative Programs. 


CHANGES IN Existinc Law 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, there is printed in parallel columns the text of provisions 
of existing law which would be amended by the various provisions of 


the bill. 


ExistTinc Law 


Public Law 730, 74th Congress, as 
amended by Public Law 483, 80th 
Congress 


Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Congress assembled, That the 
Secretary of War be, and he is hereby, 
authorized to sell to the city of Newark, 
New Jersey, on terms and conditions 
deemed advisable by him, the right, 
title, and interest of the United States 
in the Port Newark Army Base, New 
Jersey, including such equipment per- 
taining thereto as he determines is not 
required for military purposes, for the 
sum of $2,000,000, of which $100,000 
shall be paid in cash and the balance 
in annual installments of $100,000 on 
or before August 1 of each of the first 
nine years in which the city of Newark 
or its lessee has possession and of 
$200,000 on or before August 1 of each 
of the next five vears in which the city 
of Newark or its lessee has possession, 
with permission to the city of Newark 
to anticipate payment of the deferred 
installments at any time: Provided, That 
said initial payment of $100,000 of the 
purchase price shall be made by the 
city of Newark to the Secretary of War 
not later than August 1, 1936, and pos- 
session delivered by the United States 
as of September 1, 1936, or as soon 
thereafter as practicable: Provided fur- 
ther, That title to the property shall 
pass to the city of Newark and a quit- 
claim deed delivered by the Secretary 
of War after receipt by him of the final 
payment: And provided further, That 
such conveyance shall be made upon 


Tur Birr 


S. 2624 


Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Congress assembled, That ip 
view of the national interest in the 
future maintenance and development 
of the Port Newark Army Base as a 
marine terminal in good operating con- 
dition, end to encourage, by providing 
a sound economic basis therefor, the 
investment by the Port of New York 
Authority, during the remainder of its 
term as lessee of the premises, of such 
sums for maintenance, repair, rehabili- 
tation, or reconstruction of wharves, 
buildings, or other installations as may 
be necessary to provide and maintain 
such a terminal, now therefore, the first 
section of the Act entitled “An Act to 
provide for the sale of the Port Newark 
Army Base to the city of Newark, New 
Jersey, and for other purposes”, ap- 
proved June 20, 1936, as amended, is 
further amended by striking out “And 
provided furthcr, That such conveyance 
shall be made upor the condition that 
the United States, in the event of war 
or of any national emergency declared 
by Congress to exist, shall have the 
right to take over said property and 
shall pay to the city of Newark as 
liquidated damages a sum equal to 3 
per centum per annum on the amount 
therefore paid on the purchase price of 
the said property by the said city during 
each year or part thereof that the said 
property is occupied under such taking 
by the United States, the said property 
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EXISTING LAW 


the condition that the United States, in 
the event of war or of any national 
emergency declared by Congress to 
exist, shall have the right to take over 
said property and shall pay to the city 
of Newark as liquidated damages a sum 
equal to 3 per centum per annum on 
the amount theretofore paid on the 
purchase price of the said property by 
the said city during each year or part 
thereof that the said property is occu- 
pied under such taking by the United 
States, the said property to be returned 
to the city of Newark upon the expira- 
tion of such war or national emergency. 


CITY OF NEWARK, N. J. 


THE BILL 


to be returned to the city of Newark 
upon the expiration of such war or 
national emergency", and inserting in 
lieu thereof the following: “And pro- 
vided further, That such conveyance shall 
be made upon the condition that the 
deed executed by the Secretary of the 
Army shall include a provision prohibit- 
ing the city of Newark from utilizing or 
allowing the property to be utilized for 
purposes other than as a marine ter- 
minal and shall contain the express 
condition that whenever the Congress 
of the United States declares & state of 
war or other national emergeney to 
exist, the United States shall have the 
right, subject to the obligation to make 
payments as hereinafter provided, to 
reenter the property and use the same 
or any part thereof, including anv and 
all improvements made thereon during 
its occupancy by the city of Newark or 
its lessees, for tbe duration of such state 
of war or other national emergency. If 
the property is not returned by the 
United States to the city of Newark 
prior to the termination of such state 
of war or other national emergency, it 
shall revert to the city of Newark upon 
the termination of such state of war 
or other national emerzenev During 
each year or part thereof that the said 
property is occupied by the United 
States under a reertry during such state 
of war or other national emergenev, the 
United States shall pay to the city of 
Newark or, if the property is then under 
lease, then to the citv’s then lessee, a 
rental or rentals to be computed as 
follows: 

“(1) If subsequent to August 1, 1955, 
but prior to the date of such reentry 
there has been expended (other than by 
the United States) less than the sum of 
$3,000,000 for the capital repair or im- 
provement, and reconstruction or reha- 
bilitation, other than normal mainte- 
nance, of the said property including 
any part thereof and the wharves, build- 
ings, structures, or other installations 
thereon or therein, then and in such 
event the United States shall pay as the 
annual rent a sum equal to 3 per centum 
of the amount theretofore paid on tke 
purchase price of said property by or 
on behalf of the city of Newark. 

**(2) If subsequent to August 1, 1955, 
but prior to the date of such reentry, 
there has been expended (other than 
by the United States) $3,000,000 or 
more but less than $10,000,000, for the 
capital repair or improvement, and re- 
construction or rehabilitation, other 
than normal maintenance, of said prop- 
erty including any part thereof and the 
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SALE OF ARMY BASE TO CITY OF NEWARK, N. J. 


EXISTING LAw 


THE BILL 


wharves, buildings, structures, or other 
installations thereon or therein, then 
and in such event the United States shall 
pay as the annual rent $60,000 plus a 
sum equal to three-fifths of the annual 
fair rental value of said property on 
the date of such reentry. 

*(3) If subsequent to August 1, 1955, 
but prior to the date of reentry, there 
has been expended (other than by the 
United States) $10,000,000 or more for 
the capital repair or improvement, and 
reconstruction or rehabilitation, other 
than normal maintenance, of the said 
property including any part thereof, 
and the wharves, buildings, structures, 
or other installations thereon or therein, 
then and in such event the United States 
shall pay as the annual rent $60,000 
plus a sum equal to that part of the 
annual fair rental value of the property 
on the date of such reentry which is 
the same proportionate part of the 
annual fair rental value on that date 
as the excess of the fair market value 
of the premises on the date of such re- 
entry over $3,200,000 is of the total 
fair market value on that date. 

“The deed shall further provide that 
in establishing the fair market value or 
the annual fair rental value as of the 
date of reentry when such value or 
values are required for rent computation 
purposes, the United States and the city 
of Newark, or if the property is then 
under lease, then the United States and 
the city’s lessee, shall be guided by two 
appraisers, one to be appointed by the 
United States and one by the city or the 
city’s lessee, and if the United States 
and the city, or if the property is then 
under lease, then the United States and 
the city’s lessee are unable to agree on 
the fair market value or the annual fair 
rental value as of the date of reentry, 
then said value or values shall be deter- 
mined by the United States Dis rict 
Court in and for the District of New 
Jersey, and jurisdiction is conferred on 
that court for such purpose. 

“The deed shall further provide that 
there shall be excluded from considera- 
tion as part of the sums expended by 
others than the United States any 
moneys that may be paid to the city of 
Newark or its lessee by the United 
States in lieu of restoration, if any, of 
the said property to be performed under 
any lease to the United States of said 
property or as restoration costs incurred 
by the United States, during any period 
of reentry as herein provided, regardless 
of whether or not the funds are there- 
after actually expended for capital repair 
or improvement, or reconstruction or 
rehabilitation, of the said property. 
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SALE OF ARMY BASE TO CITY OF NEWARK, N. J. 


ExisTING LAW 


THE BILL 


“The deed shall further provide that 
during any period of reentry hereunder, 
the United States shall have the right to 
make additions, alterations; modifica- 
tions, or improvements to the property 
and that such additions, alterations 
modifications, or improvements placed 
in, upon, or attached to said property 
may be removed by the United States 
prior to the return of the property to the 
citv of Newark or its lessee. 

“Prior to or at the expiration of the 
state of war or other national emergency 
during and on aceount of which the right 
to reenter said property herein granted, 
is exercised, but not later than the expi- 
ration thereof, the property shall be re- 
turned to the city of Newark or if the 
property is then under lease, then to the 
city’s then lessee: Provided, however, 
That unless the United States shall re- 
turn the property and the wharves, 
buildings, structures, and installations 
thereon and therein in the same condi- 
tion as at the time of reentry the fair and 
reasonable restoration costs (which costs 
shail include the fair and reasonable 
costs of the reinstallation of any ma- 
chinery, equipment, or fixtures placed on 
the property prior to the reentry and re- 
moved therefrom by or at the request of 
the United States durirg the period of 
its occupancy), as agreed upon by the 
United States and the city of Newark or 
if the property is then under lease, then 
by the United States and the city’s 
then lessee shall be allocated between 
the United States and the city of 
Newark or its then lessee as follows: 

*(a) If the annual rent paid by the 
United States is computed in accordance 
with subparagraph (1) hereinabove, 
then and in that event the United States 
shall pay no part of such costs; 

*(b) If the annual rent paid by the 
United States is computed in accord- 
ance with subparagraph (2) herein- 
above, then and in that event the United 
States shall pay to the city of Newark 
or if the property is then under lease, 
then to the city’s then lessee three-fifths 
of such costs; and 

*(e) If the annual rent paid by the 
United States is computed in accord- 
ance with subparagraph (3) herein- 
above, the United States shall pay to 
the city of Newark or, if the property 
is then under lease, then to the city’s 
then lessee so much of the said costs as 
is the same proportionate part of the 
total of such costs as the annual rental 
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ExisTiNG LAW THE BILL 


paid by the United States (less $60,000) 
is of the annual fair rental value. 

“In the computation of restoration 
costs damage caused by reasonable 
wear and tear, by action of the elements, 
or by circumstances beyond the control 
of the United States other than acts oi 
war or of enemies of the United States, 
shall be excluded. 

“If the United States and the city of 
Newark or its then lessee are unable to 
agree on the fair and reasonable restora- 
tion costs, then said costs shall be de- 
termined by the United States District 
Court in and for the District of New 
Jersey in accordance with the provi- 
sions of this Act and jurisdiction is con- 
ferred on that court for such purpose 
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Calendar No. 1240 


84TH CONGRESS l SENATE i REPORT 
1st Session No. 1225 


AUTHORIZING THE SECRETARY OF THE ARMY TO CON- 
VEY A 6.89-ACRE TRACT OF LAND TO THE STATE OF 
TEXAS FOR NATIONAL GUARD PURPOSES 


JuLy 28, 1955.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany S. 1959) 


The Committee on Armed Services, to whom was referred the bill 
(S. 1959) to direct the Secretary of the Army or his designee to convey 
a 6.89-acre tract of land out of a 199.959-acre tract of land situated in 
the vicinity of Houston, Harris County, Tex., to the State of Texas, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 


AMENDMENTS 


The amendments are as follows: 

On page 2, line 13, strike out *herein transferred" and insert in lieu 
thereof “to be conveyed”. 

At the end of the bill add the following new section: 

Sec. 7. The cost of any surveys necessary as an incident to the conveyance 
authorized herein shall be borne by the Stat« of Texas. 


EXPLANATION OF THE AMENDMENTS 


Since the bill provides for conveyance by the Secretary of the Army, 
a technical amendment to prevent a possible construction that this 
bill in itself is the conveyance has been adopted. 

The second amendment provides that the State of Texas shall bear 
the cost of any surveys necessary as an incident to the conveyance 
herein authorized. 


PURPOSE OF THE BILL 


The purpose of the bill, às amended, is to authorize and direct the 
Secretary of the Army or his designee to convey 6.89 acres of Govern- 
ment-owned land in Houston, Harris County, Tex., to the State of 
Texas for the training of the National Guard and the Air National 
Guard and for other military purposes. 

65006 
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CONVEY TRACT OF LAND TO STATE OF TEXAS 


NECESSITY FOR LEGISLATION OF THIS TYPE 


In the exercise of its constitutional power to regulate the disposal 
of Federal property, the Congress by general legislation has provided 
for maximum utilization of federally owned property and has pro- 
vided generally and specifically for disposal of surplus property. 
The principal statute on this subject is the Federal Property and 
Administrative Services Act, Public Law 152, 8lst Congress, as 
amended. Provisions have been made for transfers of surplus 
Government-owned property, both real and personal, to States, 
political subdivisions, and tax-supported or nonprofit institutions 
for health and educational purposes. Section 203 (k) of the Federal 
Property and Administrative Services Act, as amended, in effect 
authorizes these transfers without consideration by providing public 
benefit allowances of up to 100 percent. Provisions are made for 
— without compensation to the Government, of surplus 

'ealty for historie monument purposes (50 U. S. C. App. 1622h). 
States or political subdivisions are given a publie benefit allowance 
of 50 percent of the fair value with respect to transfers of surplus 
realty for park and recreational use (Public Law 616, 80th Cong 
Statutory provisions = made for transfer without monetary con- 
—B of surplus, Government-owned airport property to States 

r political subdivisions for public airport use (50 U. 5. C. 1622.) 

n general provision of law now in effect authorizes the transfer ot 
surplus Government-owned real property to States for National 
Guard purposes. Nevertheless, the Congress has by separate law 
authorized many conveyances of federally owned realty to the various 
States to be used for National Guard pur poses. With rare exceptions, 
these laws have provided that the transfers pursuant thereto would 
be subject to reservations of Federal use during national emergencies 
and — conditioned on automatic reversion in the event of nonuse 
for National Guard purposes 

During the 83d Congress six real property conveyances were author- 
ized for National Guard purposes by separate acts. During the cur- 
rent session of the 84th Congress, at least three such bills have becom: 
law and others are in various stages of enactment. 


INFORMATION ON THE PROPERTY TO BE CONVEYED 


The land described in the bill is part of a parcel containing approxi- 
mately 200 acres within the city limits of Houston, Tex., which was 
acquired in 1948 by the Veterans’ Administration from the Hermann 
Hospital estate for use as a site for a veterans’ hospital. The Veterans’ 
Administration thereafter determined that said property was excess 
to its needs. On June 14, 1950, the Department of the Army acquired 
approximately 8.26 acres of the excess land as a site for establishment 
of an Army Reserve training center, and constructed an Organized 
Reserve Corps armory as a part of its development program. On 
April 6, 1955, the Department of the Army acquired an additional! 
6.89 acres as a site for the proposed National Guard armory, and the 
Department of the Air Force acquired a 5-acre tract on which to con- 
struct an Air Reserve center. These parcels are contiguous and are 
situated on the perimeter of the excess property which is held by 
General Services Administration for further utilization or for disposal 
as surplus property. 
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RESERVATIONS AND RESTRICTIONS 


The United States reserves all mineral rights, including gas and oil. 

The conveyance authorized by the bill would be upon the condition 
that if the State of Texas ceased to use the property for training of the 
National Guard, the Air National Guard, and for other military pur- 
poses, title would immediately revert to the United States and all 
improvements made by the State of Texas would vest in the United 
States without payment of compensation therefor. 

During a national emergency declared by the Congress or the Presi- 
dent, if the Secretary of Defense determined that the property 
authorized to be conveyed by this bill was useful or necessary for 
defense purposes, the United States would have the right to reenter 
and to use the property without obligation to make payment of any 
kind. 

The bill contains a provision reserving to the United States rights of 
ingress and egress over the lands authorized to be conveyed in order 
that the utilization of a larger tract, of which the land authorized to be 
conveyed by this bill is a part, would not be impaired. 


USE OF THE LAND BY THE STATE 


The land that is the subject of this bill is desired by the State of 
Texas to provide a site on which to construct a National Guard armory. 
The Department of the Army, on behalf of the Department of Defense, 
suggested that the committee consider an amendment which would 
have provided that any Federal contribution toward the construction 
of this armory be reduced in &n amount equivalent to the fair value 
of the property that this bill authorizes to be conveyed, since the 


National Defense Facilities Act of 1950 contemplates that the site on 
which a National Guard armory is to be constructed will be provided 
at the State’s expense. The committee has not inserted such an 
amendment because it appears that under the National Defense 
Facilities Act of 1950, the Secretary of Defense is authorized not only 
to determine the desirability of Federal participation in a particular 
armory construction, but also to prescribe the conditions of any Fed- 
eral participation and the amounts (not to exceed 75 percent) to be 
contributed by the Federal Government. Hence, the Secretary of 
Defense has the authority to impose the effect of the suggested amend- 
ment by administrative action. 

The committee has also been mindful that of the many legislative 
conveyances for National Guard purposes, only one, Public Law 268, 
83d Congress, imposed & condition such as that suggested by the 
Department. In that instance, the conveyance did not provide for 
some of the usual reservations, such as the right to reenter in an emer- 
gency and the reservation of mineral rights, 

The conveyance that would be authorized by this bill is upon the 
condition that the property shall be “used for training of the National 
Guard and the Air National Guard and for other military purposes.” 
The committee was informed that the armory to be constructed on 
this property is a part of an Armed Forces center in the Houston area, 
which will have combined facilities for several Reserve components. 
In determining the conditions of any Federal contribution toward 
construction of these National Guard facilities under the National 
Defense Facilities Act of 1950, the Secretary of Defense will prescribe 
the other military purposes for which this property can be used. 
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CONVEY TRACT OF LAND TO STATE OF TEXAS 


DEPARTMENTAL RECOMMENDATIONS—COST DATA 


The enactment of this measure will not involve the expenditure of 

any Department of Defense funds. 
he Department of the Army, on behalf of the Department of 

Defense, interposes no objection to the bill, but recommends certain 
amendments, one of which has been mentioned above. The other 
amendments suggested by the Department have been adopted. 

The views of the Department of Defense are set forth in a letter 
from the Secretary of the Army that is printed below and hereby 
made a part of this report. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., June 17, 1956. 
Hon. RicnanRDp B. RussELL, 
Chairman, Committee on Armed Services, 
United States Senate. 


DgaR Mn. CnainMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 1959, 84th 
Congress, a bill to direct the Secretary of the Army or his designee to convey a 
6.89-acre tract of land out of a 199.959-acre tract of land situated in the vicinity 
of Houston, Harris County, Tex., to the State of Texas. The Secretary of Defense 
has delegated to the Department of the Army the responsibility for expressing the 
views of the Department of Defense thereon. 

The Department of the Army on behalf of the Department of Defense inter- 
poses no objection to the above-mentioned bill, but recommends that it be 
amended in the manner set forth in this report 

The purpose of the bill is to authorize and direct the Secretary of the Army or 
his designee to convey 6.89 acres of Government-owned land in Houston, Harris 
County, Tex., to the State of Texas for the training of the National Guard and the 
Air National Guard and for other military purposes, the conveyance to be without 
monetary consideration therefor, but on condition that the property shall be used 
for the foregoing purposes and subject to certain reservations, including the 
reservation of mineral rights and the right of reentry and use during a national 
emergency. 

The land described in the bill is part of a parcel containing approximately 200 
acres within the city limits of Houston, Tex., which were acquired in 1948 by the 
Veterans’ Administration from the Hermann Hospital estate for use as a site for a 
veterans hospital. The Veterans’ Administration thereafter determined that said 
property was excess to its needs. On June 14, 1950, the Department of the Army 
acquired approximately 8.26 acres of the excess land as a site for establishment of 
an Army Reserve training center, and constructed an Organized Reserve Corps 
armory as a part of its development program. On April 6, 1955, the Department 
of the Army acquired an additional 6.89 acres as a site for the proposed National 
Guard Armory, and the Department of the Air Force acquired a 5-acre tract on 
which to construct an Air Reserve center. These parcels are contiguous and are 
situated on the perimeter of the excess property which is held by General Services 
Administration for further utilization or for disposal as surplus property. 

The land described in S. 1959 is required by the State of Texas to provide a 
site on which it plans to construct a National Guard armory. It is understood 
that after the State secures title to the property, it proposes to make application 
for a Federal contribution toward such construction under the provisions of sec 
tion 3 (c) of the National Defense Facilities Aet of 1950 (64 Stat. 830). That 
act contemplates that the site on which an armory is to be constructed by a State 
with such funds will be provided at the State's expense. Since 5. 1959 provides 
for transfer of the property to the State without reimbursement, the committee 
may wish to add the following section to the bill: 

“Sec. 7. Any contribution of funds by the Secretary of Defense to the State 
of Texas for the construction of facilities as provided in section 3 (e) of the Na- 
tional Defense Facilities Act of 1950 (64 Stat. 830) shall, in addition to the limi- 
tation in section 4 (d) of said Act, be reduced in an amount equivalent to the fair 
value of the real estate described in section 1 hereof, as determined by the De- 
partment of the Army.” 

Inasmuch as the bill provides for conveyance by the Seetretary of the Army, it 
is recommended that the words “herein transferred" in line 13, page 2, be deleted 
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and the words “to be conveyed” be substituted therefor. It is further recom- 
mended that an additional section be included in the bill to provide substantially 
the following: 

“Sec. 8. The cost of any surveys necessary as an incident to the conveyance 
authorized herein shall be borne by the State of Texas." 

The enactment of this measure will not involve the expenditure of any Depart- 
ment of Defense funds. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that this report be expedited, it is 
submitted without a determination by the Bureau of the Budget as to whether 
or not it conforms to the program of the President. As soon as such advice is 
received, it will be forwarded to your Committee, 

Sincerely yours, 


(Signed) RosBeERrT T. STEVENS, 


O 


Secretary of the Army. 
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BATH CONGRESS t SENATE | REPORT 
1st Session No. 1226 


AUTHORIZING THE CONVEYANCE TO THE CITY OF 
ANNISTON, ALA., OF CERTAIN REAL PROPERTY WITHIN 
FORT McCLELLAN, ALA, 


JuLv 28, 1955.— Ordered to be printed 


Mr. Srennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 46] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 46) to authorize the conveyance to the city of Anniston, Ala., 
of certain real property within Fort McClellan, Ala., having con- 
sidered the same, report favorably thereon with amendments, and 
recommend that the bill as amended do pass. 


AMENDMENTS TO THE BILL 


On page 1, line 3, strike out “after” and insert in lieu thereof “if”. 
On page 1, line 10, strike out “cemetery” and insert in lieu thereof 
"municipal". 
EXPLANATION OF THE AMENDMENTS 


The first amendment changes the word “after” to “if”, in order to 
avoid any suggestion that the Congress is requiring the Secretary of 
the Army to determine that the property authorized to be conveyed 
by this bill is excess to the requirements of the Department of Defense. 

The second amendment is intended to liberalize the conditions on 
which the property is authorized to be conveyed, so that the city of 
Anniston could lease a part of the property as a site for an American 
Legion Home. 

PURPOSE OF THE BILL 


The purpose of the bill as amended is to authorize the Secretary of 
the Army, if he determines that such real property is excess to the 
requirements of the Department of Defense, to convey to the city 
of Anniston, Ala., for its fair market value, approximately 38.5 acres of 
land comprising a part of Fort McClellan Reservation. 

55006 
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CONVEY CERTAIN PROPERTY TO CITY OF ANNISTON, ALA. 


BACKGROUND OF THE BILL 


The property described in section 2 of the bill lies within the area 
originally acquired during World War I in connection with the estab- 
lishment of Fort McClellan, Ala. In aid of the acquisition at that 
time, the Chamber of Commerce of Anniston, Ala., entered into a 
contract with the United States to convey to the United States 
approximately 14,000 acres of land for $130,000. The contract 
further provided for the conveyance of additional tracts of land in 
this manner as Federal funds should become available therefor, 
the total purchase price not to exceed $254,000. In succeeding years 
it became necessary to institute condemnation proceedings to clear 
the title to some of the parcels of land so acquired and on March 8, 
1945, the chamber of commerce executed a quitclaim deed quite laiming 
all its rights, title and interest in and to all lands lving within the 
exterior boundary of the reservation in order to take care of any 
omissions or errors in earlier deeds conveying individual tracts to the 
United States. 

'The land described in section 2 of the bill consists of 3 parcels of 
land totaling 38.5 acres just outside the corporate limits of the city of 
Anniston and west of United States Highway No. 11 which, by virtue 
of its relocation in 1941 from a point outside Fort McClellan to its 
present location within the reservation, severs these parcels of land 
from Fort McClellan. The southernmost parcel adjoins the Anniston 
corporate limits and consists of 9.5 acres with soil deposits which are 
utilized from time to time for base materials for roadbuilding within 
Fort McClellan. The second parcel which consists of 18.2 acres, 
is excess to the needs of the Department of Defense and is available 
for further utilization by the Federal Government or disposal. 'The 
third parcel, which consists of 10.8 acres, is surplus to the needs of the 
Federal Government and has been offered for sale pursuant to author- 
ity contained in the Federal Property and Administrative Services Act 
of 1949, as amended, but its disposition has not been completed. 


PROTECTIVE PROVISIONS IN THE BILL 


The bill as amended provides that the city must pay the fair market 
value of the land. 

If the property is not utilized for municipal purposes for at least 2 
years following the date of conveyance, title shall revert to the 
United States. 

COST DATA 


Enactment of this bill will not involve the expenditure of any 


Federal funds. 


DEPARTMENTAL RECOMMENDATIONS 


Attached hereto and made a part of this report is a letter from the 
Secretary of the Army indicating that the Department of the Army on 
behalf of the Department of De fense has no objection to the enactment 
of this bill in the amended form in which it passed the House. 

Also attached hereto and made a part of this report is a letter from 
‘the General Counsel of the General Services Administration giving the 
'views of that agency on S. 77, à companion bill. This letter points 
out that under the Federal Property and Administrative Services Act 
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of 1949, if this property is not needed by the Department of Defense 
and if the GSA determines that it also is not needed by any other 
Federal agency, it could be disposed of by negotiated sale at its fair 
value to the city after an explanation of the proposed disposal had 
been submitted to the Government Operations Committees of the 
Senate and House of Representatives. However, the provision of 
law under which such a negotiated sale could be accomplished expired 
on June 30, 1955, and there is no assurance that it will B extended. 


DEPARTMENT OF THE Army, 
Washington 25, D. C., May 27, 1955. 
Hon. CARL VINSON, 
Chairman, Commitlee on Armed Services, 
House of Representatives. 


Drar Mr. CnainMAN: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 46, 
84th Congress, a bill to authorize the conveyance to the city of Anniston, Ala., 
of certain real property within Fort McClellan, Ala. The Secretary of Defense 
has delegated to the Department of the Army the responsibility for expressing 
the views of the Department of Defense thereon. 

The Department of the Army on behalf of the Department of Defense has 
considered this bill and recommends that it be amended in the manner set forth 
in this report. The purpose of the bill is to authorize the Secretary of the Army, 
after he determines that such real property is excess to the requirements of the 
Department of Defense, to convey to the city of Anniston all right, title, and 
interest of the United States in and to certain land comprising a part of Fort 
McClellan Military Reservation, Ala., subject to the condition that such property 
shall be used only for a cemetery and shall revert to the United States in the 
event it shall cease to be used for such purpose, and subject to such other terms 
and conditions as the Secretary of the Army may prescribe. 

The property described in section 2 of the bill lies within the area originally 
acquired during World War I in connection with the establishment of Fort 
McClellan, Ala. In aid of the acquisition at that time, the Chamber of Com- 
merce of Anniston, Ala., entered into a contract with the United States to convey 
to the United States approximately 14,000 acres of land for $130,000. The 
contract further provided for the conveyance of additional tracts of land in this 
manner as Federal funds should become available therefor, the total purchase 
price not to exceed $254,000. In succeeding years it became necessary to institute 
condemnation proceedings to clear the title to some of the parceis of land so 
acquired and on March 8, 1945, the chamber of commerce executed a quitclaim 
deed quitclaiming all its right, title, and interest in and to all lands lying within 
the exterior boundary of the reservation in order to take care of any omissions or 
errors in earlier deeds conveying individual tracts to the United States. 

The land described in section 2 of the bill consists of 3 parcels of land totaling 
38.5 acres just outside the corporate limits of the city of Anniston and west of 
United States Highway No. 11, which, by virtue of its relocation in 1941 from a 
point outside Fort McClellar. to its present location within the reservation, severs 
these parcels of land from Fort McClellan. The southernmost parcel adjoins the 
Anniston corporate limits and consists of 9.5 acres with soil deposits which are 
utilized from time to time for base materials for roadbuilding within Fort Mc- 
Clellan. The second parcel, which consists of 18.2 acres, is excess to the needs 
of the Department of Defense and is available for further utilization by the Federal 
Government or disposal. The third parcel, which consists of 10 8 acres, is surplus 
to the needs of the Federal Government and has been offered for sale pursuant to 
authority contained in the Federal Property and Administrative Services Act of 
1949, as amended, but its disposition has not been completed. 

If enacted, H. R. 46 would provide the authorization needed in order to con- 
vey so much of the property as is now surplus to the city of Anniston without 
regard to the requirements of existing law or regulation providing for compensa- 
tion or competitive bidding, ete.; it would authorize the conveyance of so much 
of the property as is now excess to Department of Defense needs without a deter- 
mination as to whether the property is surplus to the needs of the Government; 
and it would provide present authority for the future disposition of property 
which is not now excess to the needs of the Department of Defense. In addi- 
tion, H. R. 46 provides for the use of the property for a cemetery only and, fur- 
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4 CONVEY CERTAIN PROPERTY TO CITY OF ANNISTON, ALA. 


ther, if such real property shall ever cease to be used for such purpose, all the 
right, title, and interest in and to such real property shall revert to and become 
the property of the United States. 

These parcels of land are so situated that it is unlikely that, having been deter- 
mined to be excess to the needs of the Department of Dolor: they will ever be 
required for military purposes. In view thereof, and because of the proposed use 
of the land as a cemetery, the provision in section 1 of the bill for reversion of 
title to the United States if such real property shall ever cease to be used for 
cemetery purposes preserves a contingent interest in the property of doubtful 
value to the United States. In order to appropriately amend this portion of the 
bill and to provide for compensation to be paid for the land to be conveyed, it is 
recommended that the following be substituted for section 1 of the bill: 

“That the Secretary of the Army is authorized, after he determines that the 
real property described in section 2 of this Act is excess to the requirements of 
the Dossrtepmà of Defense, to convey to the city of Anniston, Alabama, at the 
then fair market value thereof, all right, title, and interest of the United States in 
and to such real propert; subject to (1) the condition that if the real property 
conveyed under authority of this Act shall not be utilized for cemetery purposes 
prior to the expiration of a period of two years from the date of the conveyance 
made pursuant to this Act, all the right, title, and interest, in and to such prop- 
erty, shall revert to and become the property of the United States who shall have 
the immediate right of entry thereon, and (2) subject to such other terms and 
conditions as he may prescribe." 

It is further recommended that the acreage '38.2"' in line 12, page 3 of the bill 
be changed to ‘“‘38.5”. 

Enactment of this measure will not involve the expenditure of any Department 
of Defense funds. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that while there is no objection to the sub- 
mission of this report, it concurs in the views of the General Services Adminis- 
tration as expressed in its report on a similar bill, S. 77, 84th Congress, a copy of 
which report is enclosed. 

Sincerely yours, 
Ropert T. STEVENS, 
Secretary of the Army. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C 
Re S. 77 
Hon. Ricnanp B. RussELL, 
Chairman, Committee on Armed Services, 
United States Senate, Washington 25, D. C. 

Dear SENATOR RusseEvu: Further reference is made to your letter of January 7, 
requesting the views of this agency regarding S. 77, for the conveyance of certain 
real property to the city of Anniston, Ala. 

The bill relates to some 38.2 acres of Federal real property within Fort 
McClellan, Ala. It authorizes the Secretary of the Army, when he determines 
the property is not needed by the Department of Defense, to convey it to the city 
of Anniston for cemetery purposes. On cessation of such use the property would 
revert to the Government. 

This agency is unaware of a justification for such donation and preference to 
the city of Anniston contrary to existing laws for the utilization and disposal! of 
excess and surplus Federal property. 

Under the Federal Property and Administrative Services Act of 1949, if this 
property is not needed by the Department of Defense and if this agency deter- 
mines that it is also not needed by any other Federal agency, it may be disposed 
of by negotiated sale at its fair value to the city after an explanation of the pro- 
posed disposal has been submitted to the Government Operations Committees 
of the Senate and House of Representatives. 

This agency objected to a similar bill (H. R. 4360) in the previous session and 
would object to enactment of the subject bill. 

MaxwELL H. ELLIOTT, General Counsel. 
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Calendar No. 1242 


84TH CONGRESS } SENATE Report 
1st Session 1 No. 1227 


AUTHORIZING APPOINTMENT OF RESERVE MIDSHIP- 
MEN IN UNITED STATES NAVY 


JuLY 28, 1955.—Ordered to be printed 


Mrs. Smita of Maine, from the Committee on Armed Services, 
submitted the following 


REPORT 
(To accompany S. 1748] 


The Committee on Armed Services, to whom was referred the bill, 
S. 1748, to authorize the appointment of Reserve midshipmen in the 


United States Navy, and for other purposes, having considered the 
same, report favorably thereon with amendments, and recommend 
that the bill as amended do pass. 


AMENDMENTS 


On page 2, between lines 3 and 4, add a new section 4, as follows: 


Sec. 4. Service as a Reserve midshipman shall not be credited in the computa- 
tion of retired pay and such service shall not be considered as service in a reserve 
component for the purposes of section 4 (d) (3) of the Universal Military Training 
and Service Act (62 Stat. 609), as amended (50 U. 8. C. App. 454 (d) (3)). 


On page 2, line 4, delete “Src. 4.” and insert in lieu thereof ‘Src. 5.” 
EXPLANATION OF COMMITTEE AMENDMENTS 


The committee added amending language which would expressly 
provide that service as a Reserve midshipman would not be credited 
in the computation of retired pay and would not be considered as 
service in a Reserve component for purposes of the Universal Military 
Training and Service Act. 


PURPOSE OF THE BILL 


The purpose of this bill is to amend the Armed Forces Reserve Act 
of 1952 so as to authorize the Secretary of the Navy to make appoint- 
ments in the grade of midshipman, and to amend the Universal 
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2 APPOINTMENT OF RESERVE MIDSHIPMEN IN UNITED STATES NAVY 


Military Training and Service Act, as amended, in order to provide 
draft exemption for persons while serving as midshipmen appointed 
under the authority of this legislation. 


NEED FOR LEGISLATION 


This legislation concerns the status of men attending the Merchant 
Marine Academies. 

Prior to the enactment of the Armed Forces Reserve Act of 1952, 
the Department of the Navy had authority under the Naval Reserve 
Act of 1938 to appoint persons as midshipmen in the Merchant Marine 
Reserve. Under section 6 (a) of the Universal Military Training and 
Service Act, as amended, such midshipmen were exempt from regis- 
tration and service. 

The Reserve Act of 1952, however, repealed the authority of the 
Navy to make appointments as midshipmen in the Merchant Marine 
Reserve. Since the Reserve Act of 1952, the Department of the 
Navy has established an interim procedure for persons attending mari- 
time academies. Under this procedure, men entering these schools 
have enlisted in the Naval Reserve and were designated officer candi- 
dates for the purpose of attending these schools. At the same time 
these persons signed an agreement to serve on active duty for 2 years 
following graduation from the academy and for 6 years in the Active 
Reserve. 

EFFECT OF THE BILL 


The effect of this bill would be to amend the Reserve Act of 1952 by 
authorizing the Secretary of the Navy to make appointments in the 
grade of midshipman. In addition, the Universal Military Training 
and Service Act would be amended by deleting existing language 
relating to midshipmen in the Merchant Marine Reserve and sub- 
stituting “Reserve midshipmen (Merchant Marine), United States 
Navy" In substance the bill makes the status of those persons 
attending the maritime academies similar to those who attended 
such academies prior to the Armed Forces Reserve Act of 1952. 


DEPARTMENTAL RECOMMENDATION 


The Department of the Navy on behalf of the Department of De- 
fense and with the advice of the Bureau of the Budget indicates that 
there is no objection to the enactment of this bill as indicated by the 
letter printed below and hereby made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., July 18, 1955. 
Hon. RicHARD B, RuUssELL, 
Chairman, Committee on Armed Services, 
United States Senate, Washington 25, D. C. 

My Dear Mr. CrarrMan: Your request for comment on §. 1748, a bill to author- 
ize the appointment of Reserve midshipmen in the United States Navy, and for 
other purposes, has been assigned to this Department by the Secretary of Defense 
—— of a report thereon expressing the views of the Department of 

Jefense. 

'The bill would amend the Armed Forces Reserve Act of 1952 so as to authorize 
the Secretary of the Navy to make appointments in the grade of midshipman. 
The bill would, further, amend the Universal Military Training and Service Act 
py draft exemption for midshipmen appointed under the authority of the 

ill. 





hant 


1952, 
serve 
arine 
r and 
'egis- 


f the 
arine 
| the 
mari- 
hools 
andi- 
time 
years 
ctive 


2 by 
| the 
ining 
uage 
sub- 
tates 
rsons 


nded 


uthor- 
nd for 
lefense 
ent of 


thorize 
pman, 
ce Act 
of the 


APPOINTMENT OF RESERVE MIDSHIPMEN IN UNITED STATES NAVY 3 


Although the bill would authorize the Secretary of the Navy to appoint as a 
midshipman any person who is an officer candidate, the Department of the 
Navy would restrict such appointments to those officer candidates who are 
enrolled at merchant marine academies in naval science courses. It is not con- 
templated to use this authority with respect to categories of officer candidates at 
activities other than merchant marine academies. 

At the present time, pursuant to an informal agreement between the Chief of 
Naval Personnel and the Maritime Administration of the Department of Com- 
merce, students who have entered the Merchant Marine Academies since January 
1, 1953, have been enlisted in the Naval Reserve as officer condidates. In such 
status, a student may be deferred from induction under the draft if he executes 
a deferral agreement which obligates him to serve on active duty for 2 years after 
graduation. Experience has shown that this obligation on the part of the indi- 
vidual is interpreted by the Congress to be an obligation on the service, as well, 
to provide an opportunity to perform such active duty. Consequently, the 
Department of the Navy has been placed in a position where it must assure an 
opportunity to serve on active duty to individuals whose numbers are not under 
the control of the Department of the Navy 

The present arrangement kas been recognized to be an interim procedure only, 
with the understanding that legislation similar to S. 1748 would be proposed by 
the Department of Commerce. The Navy does not desire to continue indefinitely 
to employ on active duty al! graduates of the maritime academies, either as a 
matter of implied or expressed responsibility. It is considered, however, that 
those students at the maritime academies who are commissioned in the Naval 
Reserve upon graduation should have the same obligation as other officer candi- 
dates to remain in the Reserve for 8 years after being commissioned. The amend- 
ment to the Universal Military Training and Service Act contained in S. 1748 
would have the effect of allowing the Reserve midshipmen at the maritime acad- 
emies to count the time spent in the academies toward satisfying the 8-year 
obligation incurred under section 4 (d) (3) of that act. Also the time spent as 
Reserve midshipmen could possibly be counted in the computation of retired pay. 
It is, therefore, recommended thar S. 1748 be amended by redesignating present 
section 4 as section 5 and adding the following section: 

“Sec. 4 Service as a Reserve midshipman shall not be credited in the compu- 
tation of retired pay and such service shall not be considered as service in & 
reserve component for the purposes of section 4 (d) (3) of the Universal Military 
Training and Service Act (62 Stat. 609), as amended (50 U. S. C. App. 454 (d) (3))." 

Subject to the proposed amendment, the Department of the Navy, on behalf 
of the Department of Defense, strongly recommends the enactment of S. 1748 
at the earliest practicable date. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on S. 1748 to the 
Congress 

Sincerely yours, 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, there is printed in parallel columns the text of provisions 


E — law which would be amended by the various provisions of 
the bill. 
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4 APPOINTMENT OF RESERVE MIDSHIPMEN IN UNITED STATES NAVY 


ExisTING LAW 
Armed Forces Reserve Act of 1952 


Sec. 220. The appropriate Secretary 
shall make all appointments of Reserves 
in warrant officer grades. 


Sec. 223. Reserve warrant officers 
shall hold appointment during the 
pleasure of the appropriate Secretary. 


Universal Military Training and Service 
Act 


Sec. 6. (a) Exemptions From Rea- 
ISTRATION AND  SeERvicE.—Commis- 
sioned officers, warrant officers, pay 
clerks, enlisted men, and aviation cadets 
of the Regular Army, the Navy, the Air 
Force, the Marine Corps, the Coast 
Guard, the Coast and Geodetic Survey 
and the Public Health Service; cadets, 
United States Military Academy; mid- 
shipmen, United States Navy; cadets, 
United States Coast Guard Academy; 
midshipmen, Merchant Marine Reserve, 
United States Naval Reserves; students 
enrolled in an officer procurement pro- 
gram at military colleges the curriculum 
of which is approved by the Secretary 
of Defense; members of the reserve com- 
ponents of the Armed Forces, the Coast 
Guard, and the Public Health Service, 
while on active duty; and foreign diplo- 
matic representatives, technical at- 
tachés of foreign embassies and lega- 
tions, consuls general, consuls, vice 
consuls and other consular agents of 
foreign countries who are not citizens of 
the United States, and members of 
their families, and persons in other 
categories to be specified by the Presi- 
dent who are not citizens of the United 
States. 


Tear BILL 
S. 1748 


That section 220 of the Armed Forces 
Reserve Act of 1952 is hereby amended 
by inserting immediately before the 
period at the end thereof the following: 
*and in the grade of midshipman". 

Sec. 2. Section 223 of the Armed 
Forces Reserve Act of 1952 is hereby 
amended by inserting immediately after 
“officers” the following: “and Reserve 
midshipmen”’. 


Sec. 3. Subsection (a) of section 6 of 
the Universal Military Training and 
Service Act is hereby amended by 
striking out “‘midshipmen, Merchant 
Marine Reserve, United States Naval 
Reserves” and inserting in lieu thereof: 
“Reserve midshipmen (merchant ma- 
rine), United States Navy". 


Sec. 4. Service as a Reserve midship- 
man shall not be credited in the com- 
putation of retired pay and such service 
shall not be considered as service in a 
reserve component for the purposes of 
section 4 (d) (3) of the Universal 
Military Training and Service Act (62 
Stat. 609), as amended (50 U. S. C. 
App. 454 (d) (3)). 
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84TH CoNGREsS SENATE | REPORT 
No. 1228 


1st Session 


INCREASING THE ANNUAL COMPENSATION OF THE 
ACADEMIC DEAN OF THE UNITED STATES NAVAL 
POSTGRADUATE SCHOOL 


Juty 28, 1955.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 2149] 


The Committee on Armed Services, to whom was referred the bill, 
H. R. 2149, to increase the annual compensation of the Academic 
Dean of the United States Naval Postgraduate School, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to authorize an increase 
in the compensation of the Academic Dean of the United States 
Naval Postgraduate School from $12,000 to $13,500. 


NEED FOR THE LEGISLATION 


The civilian position of the Academie Dean of this school was 
established under the act of June 10, 1946 which fixed the salary for 
this position at $12,000 annually. No change has been made in the 
annual compensation for this position since the enactment of the 
1946 act even though four cost of living increases have been awarded 
to most other Federal employees. The Department of the Navy 
advises that a survey was conducted by the Department and it was 
found that a salary of $13,500 annually was comparable to the salaries 
paid deans of other similar engineering schools throughout the United 
States, 

DESCRIPTION OF THE POSITION OF ACADEMIC DEAN 


The Academic Dean of the Naval Postgraduate School is the head 
of the civilian faculty of that institution. He holds a position similar 
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2 COMPENSATION OF DEAN OF NAVAL POSTGRADUATE SCHOOL 


to that of a head of any of the outstanding engineering schools of the 
country. On the faculty of the school there are approximately 94 
civilian professors and instructors in addition to naval personnel who 
are assigned to the school as directors and instructors of specific 
divisions. 

The Secretary of the Navy possesses the authority pursuant to the 
act of July 1, 1947, to grant to the other civilian employees of the 
faculty, cost of living increases comparable to those granted to other 
employees of the Federal Government. Under this authority senior 
professors at the school are now receiving $11,180 per year and this 
amount could be increased by secretarial action as a result of the recent 
Federal pay increases. Because of the statutory limitations, how- 
ever, the salary of the Academic Dean cannot be increased beyond 
$12,000 annually. 


NO COMPARABLE POSITION IN THE DEPARTMENT OF THE ARMY 


The Department of the Army has advised that the Army school 
system does not have any position comparable to that of Academic 
Dean of the United States Navy Postgraduate School and that no 
reason exists therefore for the inclusion of the Department of the 
Army in this bill. 

The Academic Director of the Air Force Institute of Technology 
and the Dean of the Air University hoid civil-service positions for 
which compensation is established in accordance with the usual 
Federal pay legislation regarding civil-service employees. 


FISCAL DATA AND DEPARTMENTAL RECOMMENDATION 


The enactment of the proposed legislation would result in an 
annual increased cost of $1,500 and would be absorbed from existing 
appropriations, since this bill is part of the Department of Defense 
legislative program for 1955 as indicated below and hereby made a 
part of this report. The letter indicates that the Bureau of the Budget 
has no objection to the submission of the report. 

DEPARTMENT OF THE Navy, 
Washington, D. C., January 5, 1956. 
Hon. Ricnarp M. Nixow, 
President of the Senate, United States Senate, 
Washington 25, D. C. 

My Dear Mr. Presipent: There is forwarded herewith a draft of proposed 
legislation to increase the annual compensation of the Academic Dean of the 
United States Naval Postgraduate School. 

This proposal is part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress, The 
Department of the Navy has been designated as the representative of the Depart- 
ment of Defense for this legislation. It is recommended that this proposal be 
enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to increase the statutory limitation 
which is now imposed on the annual compensation of the Academic Dean of the 
United States Naval Postgraduate School. 

The present compensation of the Academic Dean of the Naval Postgraduate 
School was established in 1946 when that position was created by the act of 
June 10, 1946 (60 Stat. 236) for the Postgraduate School of the Naval Academy. 
When the Postgraduate School was given statutory recognition by the act of 
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July 31, 1947 (61 Stat. 706), and was established as a school separate from the 
Naval Academy and designated the United States Naval Postgraduate School, 
the provisions of the act of June 10, 1946, were made applicable to the Academic 
Dean of the United States Naval Postgraduate School. 

Since 1946 no change has been made in the annual compensation of the Academic 
Dean of the Naval Postgraduate School, although two cost of living increases 
have been granted almost all other Federal Government employees. While the 
Secretary of the Navy may, under the authority given him by the act of July 31, 
1947, grant to the other civilian members of the faculty of the Naval Postgraduate 
School cost of living increases comparable to those granted other employees of 
the Federal Government, he may not increase the compensation of the Academic 
Dean beyond $12,000 because of the limitation imposed on that salary by the act 
of June 10, 1946. 

The Academic Dean of the Nava! Postgraduate School is head of the civilian 
faculty of that school, a position which is similar to that of the dean of any of the 
outstanding engineering schools in this country. In order to retain a person of 
the high caliber which the position requires, the salary provided must be com- 
parable with that offered by private institutions. 

The proposed legislation would authorize the Secretary of the Navy to prescribe 
the annual salary of the Academic Dean at a rate not to exceed $13,500. An 
analysis of the figures obtained from a recent survey by the Department of the 
Navy of civilian institutions of comparable purpose and standing shows the 
present average salary for deans to be $13,500. 


LEGISLATIVE REFERENCE 


This proposal was submitted to the 83d Congress by the Department of the 
Navy on March 11, 1954, as a part of the Department of Defense legislative 
program for 1954. It was introduced as S. 3177 but no further action was taken 
thereon. 

COST AND BUDGET DATA 


Enactment of the proposed legislation would result in an annual increased cost 
of $1,500, which would be absorbed from existing appropriations. 
Sincerely yours, 
C. S. Tuomas. 
CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed in parallel columns the text of 
provisions of existing law which would be amended by the various 
provisions of the bill. 
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EXISTING LAW 
Act of July 31, 1947 (61 Stat. 706). 


Sec. 4. The Act of June 10, 1946 
(Public Law 402, Seventy-ninth Con- 
gress, second session), creating the 
civilian position of Academic Dean of 
the Postgraduate School of the Naval 
Academy shall apply to the postgrad- 
uate school established by this Act. 





NAVAL POSTGRADUATE SCHOOL 


THE BILL 


Sec. 1. That section 4 of the Act of 
July 31, 1947 (61 Stat. 706), is amended 
to read as follows: 

“Sec. 4. There shall be at the United 
States Naval Postgraduate School the 
civilian position of Academic Dean. 
An Academic Dean shall be appointed, 
to serve for periods of not in excess of 
five years, by the Secretary of the Navy 
upon the recommendation of the Post- 


graduate School Council, which shall 
consist of the Superintendent, Deput: 
Superintendent, and the Directors of 
the Technical, Administrative, and 
Professional Divisions of the United 
States Naval Postgraduate School 
The Academic Dean shall receive suc! 
compensation for his services as may be 
prescribed by the Secretary of the Navy 
which compensation shall not exceed 
$13,500 per vear. The Academic Dean 
shall be considered as a member of the 
civilian teaching staff of the Unit 
States Naval Postgraduate School inso- 
far as provisions of law regarding 
retirement are concerned." 
Act of June 10, 1946 (60 Stat. 236, Sec. 2. The Act of June 10, 1946 (60 
c. 298). Stat. 236, c. 298), is hereby repealed, 
The civilian position of Academic 
Dean of the Postgraduate School of the 
Naval Academy is hereby established. 
The Secretary of the Navy, upon the 
recommendation of the Postgraduate 
School Council, which shail consist of 
the Superintendent, Deputy Superinten- 
dent, and the Directors of the Tech- 
nical, Administrative, and Professional 
Divisions of the Postgraduate School, 
shall appoint an academic to serve for 
periods of not in excess of five vears. 
The Secretary of the Navy is hereby 
authorized to pay as compensation to 
such. dean not more than $12,000 an- 
nuallv from appropriations made for 
operation of the Naval Academy and 
nostgraduate school, and said dean shall 
be considered as a member of the 
eivilian teaching staff of the postgradu- 
ate school of the Naval Academy insofar 
as provisions of law regarding retirement 
are concerned. 
O 
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SATH CONGRESS SENATE Í REPORT 
1st Session No. 1229 


AUTHORIZING MALE NURSES AND MEDICAL SPECIAL- 
ISTS TO BE APPOINTED AS RESERVE OFFICERS 


Juty 28, 1955.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 2559] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2559) to authorize male nurses and medical specialists to be 
appointed as Reserve officers, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass, 

PURPOSE OF THE BILL 


The purpose of the proposed legislation to provide permissive author- 
ity to appoint male nurses and medical specialists (dietitians, phys- 
ical therapists, and occupational the rapists) as commissioned officers 
in the Reserve components of the Armed Forces of the United States 
on the same basis as female personnel appointed in those categor ies. 

it also amends the Army-Navy Nurses Act of 1947, by changing the 
existing requirement of citizenship of nurses and medical spec sialists so 
as to make eligible for Reserve commissions those otherwise qualified 
persons who are not citizens, but have declared their intent to become 
citizens. 

NEED FOR LEGISLATION 


The Army-Navy Nurses Act of 1947 was enacted on the assumption 
that the Nurses and Medical Specialist Corps would be composed 
wholly of women, and this legislation accordingly authorizes the 
appointment of only female persons as nurses or as medical specialists. 

There are approximately 2 2,500 qualified male nurses in the United 
States today. In view of the shortage of nurses in the Armed Forces 
the enactment of this legislation should be a source of attracting 
qualified male nurses into the Armed Forces. In addition, there 
are about 80 qualified male nurses presently-in the armed services in 
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an enlisted status in fields outside their occupational specialty. 
The enactment of this legislation would permit their appointment as 
Reserve officers and their utilization in their professional capacity. 
'There are also presently serving in the Army as inductees about 50 
male physiotherapists and 6 occupational therapists who could 
possibly qualify for appointment as medical specialists. 


REDESIGNATION OF TITLES 


In addition to authorizing the appointment of male nurses as special- 
ists and in addition to the provision authorizing the appointment of 
persons who have filed a declaration of intent to nens Ünited States 
citizens, the bill redesignates the various sections of the Army-Navy 
Nurses Act of 1947 and three other pertinent statutes which use the 
word 'Women's" in appropriate references. This word is deleted 
throughout these statutes under the provisions of the bill. 


FISCAL DATA—DEPARTMENTAL RECOMMENDATION 


The enactment of this legislation would not result in any additional 
cost to the Government since any appointments made under the bill 
would be made within the existing limitations. This legislation is 
supported by the Department of Defense as indicated by the letter 
printed below and hereby made a part of this report. The depart- 
mental recommendation in this letter indicates that the Bureau of the 
Budget has no objection to this legislation. 

Max 11, 1955. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 2559, 
84th Congress, a bill to authorize male nurses and medical specialists to be ap- 
oointed as Reserve officers. The Secretary of Defense has delegated to the 

partment of the Army the responsibility for expressing the views of the 
Department of Defense thereon. 

The purpose of the proposed legislation is to provide permissive authority to 
appoint male nurses and medical specialists (dietitians, physical therapists, and 
occupational therapists) as commissioned officers in the Reserve components of 
the Armed Forces of the United States on the same basis as female prepn in 
those categories. It would also change the existing requirement of citizenship 
of nurses and medical specialists so as to make eligible for Reserve commissions 
those otherwise qualified persons who are not citizens, but have declared intent 
to become citizens. The proposed legislation would redesignate the Women's 
Medical Specialist Corps as the Army Medical Specialist Corps, and would also 
give credit in the computation of pay, or retired or retirement pay, for all military 
and naval service rendered by such persons in any branch of the Armed Forces, 
including active and inactive service with the Reserve components thereof. 

The Department of Defense concurs in the enactment of H. R. 2559. There 
is a shortage of qualified nurses in both the civilian economy and the military 
medical services. It is believed that the legislation would assist in the develop- 
ment of an additional source of registered nurses, and at the same time correct 
certain inequities which have hindered the utilization of male nurses within the 
military services. 

There are approximately 2,500 qualified active male nurses in the United States 
today. Existing law concerning nurses in the military services is based upon the 
assumption that the corps —— be composed wholly of women, and the provi- 
sions were drafted in language to apply accordingly. Thus, many qualified male 
nurses are cuirently serving in the Armed Forces in an enlisted status in fields 
outside of their occupational specialty. Male nurses are actively employed by 
other agencies in Federal institutions. Full and proper utilization of male nurses 
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could be accomplished in the case of all types of male patients, especially in light 
of the fact that about 80 percent of the patients in Department of Defense hos- 
pitals are male. Additionally, in time of emergency or full mobilization, the 
commissioning and proper employment of male nurses could prove of great value 
to all of the military services. 

The enactment of this proposed legislation would not result in any additionai 
cost to the Government inasmuch as any appointments made thereunder could 
be made within existing limitations. 

This report has been coordinated within the Department of Defense iù accord- 
ance with procedures prescribed by the Secretary of Defense. ; 

The Bureau of the Budget advises that there is no objection to the supmission 
of this report to the Congress. s 
Sincerely yours, 3 

Ropert T. STEVENS, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the proposal are 
shown as follows (existing law proposed to be changed is enclosed 
in brackets, new matter is in italics). 


ARMY-NAVY NURSES ACT OF 1947 (61 STAT. 4D, AS AMENDED 
(64 STAT. 160; 66 STAT. 506; 67 STAT. 36) 


TITLE I 
ARMY NURSES AND [WOMEN’S] ARMY MEDICAL SPECIALIST CORPS 


» * * * * * * 


Sec. 102. (a) Effective the date of enactment of this Act, there is established 
in the Army Medical Service of the Regular Army, a [Women's] Army Medical 
Specialist Corps, which shall consist of a Dietitian Section, a Physical Therapist 
Section, and an Occupational Therapist Section, and which shall perform such 
services as may be prescribed by the Secretary of the Army. The authorized 
strength of the [Women’s] Army Medical Specialist Corps, Regular Army, 
shall be in the ratio of nine-tenths of a member thereof to every one thousand 
persons in the total authorized strength of the Regular Army, but not less than a 
minimum authorized strength of four hundred and nine officers in permanent 
commissioned grades. Not to exceed 5 per centum of the authorized commis- 
sioned strength may be in the permanent commissioned grade of major and the 
remainder of such authorized commissioned strength shall be in permanent 
commissioned grades of captain to second lieutenant, inclusive. 

(b) From the officers permanently commissioned in such [Women’s] Army 
Medical Specialist Corps, the Secretary of the Army shall appoint (1) the Chief 
of [Women’s] Army Medical Specialist Corps, who shall serve as such Chief 
during his pleasure, and who without vacation of her permanent grade, shall have 
the temporary rank, pay, and allowances of a colonel while so serving and (2) 
three Assistant Chiefs of the [Women’s] Army Medical Specialist Corps, who 
shall be the chiefs of the sections of the [Women’s] Army Medical Specialist 
Corps, to serve as such Assistant Chiefs during his pleasure, and who, without 
vacation of their permanent grades, shall have the temporary rank, pay, and 
allowances of a lieutenant colonel while so serving. 

(c) Commissioned officers of the Regular Army in the [Women's] Army 
Medical Specialist Corps, and commissioned officers of the Regular Air Force 
appointed with a view to designation as women medical specialists, shall be 
appointed by the President, by and with the advice and consent of the Senate, 
from female citizens of the United States who have attained the age of twenty- 
one years. To be eligible for appointment under this subsection, a person must 
bave the physical and other qualifications prescribed by the Secretary of the 
Army or the Secretary of the Air Force for the appropriate armed force. A 
person appointed under this subsection shall be appointed in the grade of— 

(1) second lieutenant, if she is not more than twenty-seven years of age on 
the date of nomination by the President and is not qualified for appointment 
as a first lieutenant under clause (2); or 
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(2) first lieutenant, if she is qualified under regulations issued by the ap- 
propriate Secretary and is not more than thirty years of age on the date of 
nomination by the President. 

The maximum ages specified in clauses (1) and (2) are increased by the period of 
active Federal commissioned service performed after December 31, 1947. How- 
ever, such an age may not be so increased by more than five years. 

Sec. 103. (a) * * * 

(b) Until a date one year following the date of enactment of this Act, any 
person who is a female citizen of the United States, who is over twenty-one years 
of age, and who meets the physical and other qualifications prescribed by the 
Secretary of the Army, may be appointed a commissioned officer in the Army 
Nurse Corps, or the [Women's] Army Medical Specialist Corps, Regular Army, 
established by this Act, in a grade as prescribed in section 104 hereof: Provided, 
That a person appointed a commissioned officer in the Army Nurse Corps under 
this provision shall not have attained the age of thirty-five on the date of nomina- 
tion by the President, shall be otherwise qualified and, during any of the wars in 
whieh the United States is presently engaged, shall have served honorably on 
active duty as a commissioned officer of the Army of the United States, pursuant 
to the Act of June 22, 1944 (58 Stat. 324), or as a member, including the status 
of Reserve nurse, of the Army Nurse Corps created by chapter V of the Act of 
July 9, 1918 (40 Stat. 879): Provided further, That no person shall be appointed 
a commissioned officer in the [Women’s] Army Medical Specialist Corps under 
this section, except a person otherwise qualified, who during any of the wars in 
which the United States was engaged served honorably on active duty as a dieti- 
tian or physical therapist with the Medical Department of the Army of the United 
States appointed pursuant to the Act of June 22, 1944 (58 Stat. 324), or who 
served honorably as an occupational therapist with the Medical Department of 
the Army in the status of a civilian employee. 

* * * * * * * 

Sec. 106. Relative rank among commissioned officers of the Army Nurse Corps 
and the [Women's] Army Medical Specialist Corps, within each corps, and 
between such officers and other commissioned officers of the Regular Army, sh: il 
be determined in the manner now or hereafter prescribed by law for the dete 
mination of relative rank among other commissioned officers of the Regular Army 
Commissioned officers of each such corps shall not be entitled, by virtue of their 
rank, to command, except within their respective corps, and over such persons as 
nay be placed under their charge by competent authority, but may be assigned by 
the Secretary of the Army to perform such duties as the interests of the service 
may require. 

Sec. 107. (a) Officers of the Army Nurse Corps and [Women’s] Army Medical 
Specialist Corps, Regular Army, shall be promoted to the permanent grade of 
first lieutenant upon the completion of the length of service now or heresfter 
prescribed for promotion of promotion-list officers to the grade of first lieutena: t. 

(b) The Secretary of the Army shall prescribe the authorized number of officers 
in the grade of captain in the Army Nurse Corps and in the [Women’s] Arn 
Medical Specialist Corps. Officers of the Army Nurse Corps and [Women’s] 
Army Medical Specialist Corps, Regular Army, shall be promoted to the per- 
manent grade of captain or eliminated from the active list of such corps upon 
second failure of promotion to the grade of captain and awarded severance pay 
if so eliminated in the same manner as is prescribed by law for officers whose 
names are carried on the Army promotion list. Authorized numbers in the grade 
of captain in these corps may be exceeded when necessary in order that officers 
selected and recommended for promotion to that grade may be promoted upon 
completion of seven years’ service even though no vacancies exist in the au- 
thorized numbers in such grade in the same manner as is prescribed for officers 
whose names are carried on the Army promotion list. 

(c) Promotion of officers of the Army Nurse Corps to the permanent grades of 
major and lieutenant colonel, and of the [Women’s] Army Medical Specialist 
Corps to the permanent grade of major, shall be by selection to fill vacancies in 
these grades under regulations prescribed by the Secretary of the Army. 

Sec. 108. (a) An officer on the active list of either the Army Nurse Corps or 
the cw omen's] Army Medical Specialist Corps, Regular Army, after twenty 
years' active Federal service in the armed forces of the United States, may upon 
her request, at the discretion of the Secretary of the Army, be retired and shall 
receive retired pay equal to 214 per centum of the base and longevity pay she would 
receive if serving on active duty in the grade in which retired, multiplied bv 
number equal to the number of years of such active Federal service: Provided, 
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That in computing the number of years of such service for the purpose of deter- 
mining the percentage of active-duty pay, and for no other purpose, any fractional 
part of a year amounting to six months or more shall be counted as a complete 
year: Provided further, That in no event shall such retired pay exceed 75 per centum 
of such base and longevity pay: And provided further, That at any time after 
such an officer shall have attained the age of fifty, if her permanent grade is below 
that of major, or at any time after such an officer shall have attained the age of 
fiftv-five, if her permanent grade is major or higher, or after twenty-years’ active 
Federal! service in the armed forces of the United States, whichever is later she may, 
at the discretion of the Secretary of the Army without her consent, be retired and 
upon such retirement she shall receive retired pay equal to 24% per centum of the 
base and longevity pav she would receive it serving on active duty in the grade in 
which retired, multiplied by a number equal to the number of years of her active 
Federal service, but in no event shall such retired pay exceed 75 per centum of 
such base and longevity pav 

(b) Unless entitled to higher rank or pay under any provision of law, each 
commissioned oflicer, who shall have served for two and one-half years or more as 
Chief of the Army Nurse Corps, Regular Army, or as Chief of the [Women's] 
Army Medical Specialist Corps, Regular Army, may, in the discretion of the 
President, be retired with the rank held by her while so serving, and shall receive 
retired pay at the rate prescribed bv law, computed on the basis of the bese and 
longevity pay whieh she would receive if serving on active duty with such rank, 
and if thereafter recalled to active service, shall be recalled in such rank and shall 
constitute an additional number therein: Provided, That the commissioned officer 
first appointed as Chief of the Army Nurse Corps and the commissioned officer 
first appointed as Chief of the [Women's] Army Medical Specialist Corps, pur- 
suant to this Act, shall, without limitation as to the time they shall serve in such 
capacities, upon retirement be retired with the rank held while so serving, and 
shall receive retired pay at the rate prescribed by law, computed on the basis of 
the base and longevity pay they would receive if serving on active duty with such 
rank. 

* * * * * x * 

SEc. 114. Effective the date of enactment of this Act, there shall be established 
in the Army Reserve Corps of the Arny of the United States an Army Nurse 
Corps Section and a [Women’s] Army Medical Specialist Corps Section. 

Sec. 115. Except as otherwise specifically provided, all laws and regulations 
now or hereafter applicable to commissioned officers and former commissioned 
officers of the Army Reserve, and to their dependents and beneficiaries, shall, in 
like cases, be applicable respectively to commissioned officers and former com- 
missioned officers of the Army Nurse Corps Section and the [Women’s] Army 
Medical Specialist Corps Section of the Army Reserve, and to their dependents 
and beneficiaries. 

Sec. 116. Appointments of Reserve officers for service in the Army Nurse 
Corps Section and the [Women’s] Army Medical Specialist Corps Section of the 
Army Reserve may be made in such grades and under such regulations as may 
be prescribed by the Secretary of the Army, from [female citizens] male or 
female citizens, or male or female persons who have made a declaration of intent to 
become citizens of the United States, who have attained the age of twenty-one 
years, and who possess such physical and other qualifications as may be prescribed 
by the Secretary of the Army: Provided, That female officers appointed pursuant 
to the Act of June 22, 1944, and honorably separated from the service thereafter 
may, if otherwise qualified, be appointed as Reserve officers in the highest grade 
satisfactorily held by them in active service. 

* * * * * * t 


ARMY ORGANIZATION ACT OF 1950 (64 STAT. 270) 
ARMY MEDICAL SERVICE 


Sec. 307. There shall be in the Army an Army Medical Service, which shall 
consist of the Surgeon General and the Assistant Surgeons General authorized 
by sections 206 and 208, respectively, of this Act, the Medica! Corps, the Dental 
Corps, the Veterinary Corps, the Medical Service Corps, the Army Nurse Corps, 
and the [Women's] Army Medical Specialist Corps. Each such corps shall 
consist of Regular Ármy officers appointed and commissioned therein and such 
other members of the Army as may be assigned thereto by the Secretary of the 
Army; but the Secretary shall not assign to any corps of the Army Medical 
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Service any officer who has been appointed and commissioned in some other 
corps of the Army Medical Service, or in some other special branch, or in the 
Regular Army without specification of branch. The Medical Service Corps, 
the Army Nurse Corps, and the [Women’s] Army Medical Specialist Corps 
shall include the Chiefs and Assistant Chiefs, and shall include the sections, as 
now prescribed by law. 

^ * E * * * * 


AIR FORCE ORGANIZATION ACT OF 1951 (65 STAT. 330) 
* * hd * * * a 


Sec. 307. (a) Qualified members of the Air Force shall be designated to per- 
form medical, dental, medical service, veterinary, nursing, [women’s] medical 
specialist, judge advocate, chaplain, or other duties requiring special training or 
experience, under regulations prescribed by the Secretary of the Air Force. 
Qualifications for designations under this subsection shall be prescribed by the 
Secretary of the Air Force in conformity with qualifications specified in any of 
the following statutory provisions for the respective types of duties; * * * 

* * * * * * * 


ARMY AND AIR FORCE VITALIZATION AND RETIREMENT 
EQUALIZATION ACT OF 1948 (62 STAT. 1085) 


Sec. 203. (a) * * * 

(d) Each member of the Army Nurse Corps, established by chapter V of the 
Act of July 9, 1918 (40 Stat. 879), as amended, each female dietitian or physical 
therapist appointed pursuant to the Act of December 22, 1942 (56 Stat. 1072), 
each female officer appointed pursuant to the Act of June 22, 1944 (58 Stat. 324), 
and each member of the Army Nurse Corps or [Women’s] Army Medical Spe- 
cialist Corps appointed pursuant to Public Law 36, Eightieth Congress (61 Stat 
41), heretofore or hereafter retired under any provision of law shall be advanced 
on the retired list to a grade with relative rank equal to the highest grade in 
which, or to the highest relative or commissioned rank with which, she served 
satisfactorily on active duty, as determined by the Secretary of the Army, during 
the period September 9, 1940, to June 30, 1946, whichever is higher, and shal! 
receive retired pay at the rate prescribed by law computed on the basis of the 
base and longevity pay which she would receive if serving on active duty in such 
grade or with such relative or commissioned rank. 

c * * + * * LI 
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841TH CONGRESS } SENATE i REPORT 
1st Session No. 1230 


INCREASING ANNUITIES OF CERTAIN RETIRED CIVILIAN MEM- 
BERS OF TEACHING STAFFS OF UNITED STATES NAVAL ACAD- 
EMY AND UNITED STATED NAVAL POSTGRADUATE SCHOOL 


JuLY 28, 1955.—Ordered to be printed 


Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 4672] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 4672) to increase the annuities of certain retired civilian 
members of the teaching staffs of the United States Naval Academy 
and the United States Naval Postgraduate School, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE LEGISLATTON 


The purpose of the proposed legislation is to authorize increased 
annuities to retired civilian faculty members of the Naval Academy 
and the Naval Postgraduate School comparable to the increases which 
have been given retired employees under the Federal civil-service 
retirement system. 


BACKGROUND 


In 1948 Public Law 426 of the 80th Congress authorized an increase 
of $300 to all persons then on the civil-service retirement rolls. In 
1952 Public Law 555 of the 82d Congress authorized with respect to 
persons then on the civil.service retirement rolls an annual increase 
of $324 with a limitation that the retired pay of any person could 
not be over $2,160. 

The faculty members of the Naval Academy and Naval Post- 

raduate School are not in the Federal civil-service retirement system 
ut have & retirement system of their own under which both the 
faculty members and the Navy Department contribute. No increases 
comparable to those received by civil-service employees have been 
awarded to the retired faculty members of these two schools. 
65006 
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INCREASING ANNUITIES OF CERTAIN TEACHING STAFFS 


EFFECT OF THE BILL 


The effect of this bill would be to grant an increase of $600 a year 
to 6 of the retired faculty members and an increase of $300 to 4 of 
the retired faculty members with a total additional annual cost of 
$4,800. 

The bill divides the increases into two parts. Faculty members 
retired prior to April 1, 1948. would have their annuities increased by 
$300 per year. In addition all faculty members retired before the 
effective date of this bill would have their annuities increased by 
$300 with the limitation that no annuity would be in excess of $2,160 
annually. 

The bill further provides that the increased annuities authorized 
under the bill would not operate to increase the annuities of the sur- 
vivors. This section was comparable to the limitation contained in the 
legislation increasing the civil-service annuities. 


FISCAL DATA AND DEPARTMENTAL RECOMMENDATION 


The enactment of the proposed legislation will result in an additional 
annual cost of $4,800. This bill is a part of the Department of Defense 
legislative program of 1955 as indicated by the letter printed below 
and hereby made a part of this report. The letter indicates that the 
Bureau of the Budget imposes no objection. 


DEPARTMENT OF THE Navy, 
Washington, D. C., Februaru 22, 1953. 
Hon. RicHaRD M. NixoN, 
President of the Senate, 
United States Senate, Washington, D. C. 

My Dear Mr. Presipent: There is forwarded herewith a í draft of legislation 
increase the annuities of certain retired members of the teaching staffs of the 
United States Naval Academy and the United States Naval Postgraduate School. 

This proposal is part of the Department of Defense lexislative program for 1955, 
and the Bureau of the Budget has advised that it has no objection to the submis- 
sion of this proposal for the consideration of the Congress. The Department of 
the Navy has been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to authorize cost-of-living increases 
in the annuities of those civilian members of the teaching staffs of the Naval 
Academy and the Naval Postgraduate School, now on the retired tist, comparable 
with the cost-of- living increases given persons retired under the civil service 
retirement system in 1948 and in 1952. 

The retirement annuities for the civilian members of the teaching staffs of the 
Naval Academy and the Naval Postgraduate School PT provided by the act of 
January 16, 1936 (49 Stat. 1092), as amended (34 U. . 1073 et seq.), which is 
administered by the Department of the Navy 

Under the act of January 16, 1936, the civilian members of the teaching staffs 
of the Naval Academy and the Naval Postgraduate School are required to carry, 
as part of their contract of employment, an annuity policy having no cash sur- 
render or loan provisions. These contracts are carried with the Teachers Insurance 
& Annuity Association of America. Each civilian faculty member is requirec to 
register with the Navy Allotment Office a monthly allotment equivalent in amount 
to 10 percent of his monthly salary and for each monthly allotment so registered 
the Department of the Navy is required to credit the employee's pay account with 
an additional sum equivalent to 5 percent of his monthly salary. The annuities 

rovided by the act. 9s it was amended by the act of November 28, 1943 (57 

tat. 594), are at the rate of 1% percent of ‘the employee’s average salary during 
any 5 consecutive years multiplied by the number of years of service, not exceed- 
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ing 35 years, and where the annuity purchased from the Teachers Insurance & 
Annuity Association does not equal that amount, the Department of the Navy 
is required to pay such additional sum as will bring the annuity to that total. 

When the act of January 16, 1936, was originally enacted the only retired an- 
nuities it provided for persons thereafter employed as civilian members of the 
teaching staffs of the Naval Academy and the Naval Postgraduate School were 
those purchased from the Teachers Insurance & Annuity Association. For the 
civilians who were members of the teaching staffs of those schools on January 16, 
1936, however, provision was made that where, upon reaching retirement age, the 
purchased annuity was not sufficient to provide an annuity of $1,200 a year, the 
difference would be made up by the Department of the Navy. Because of the 
inadequacy of the purchased annuities, the act of January 16, 1936, was amended 
by the act of November 28, 1943 (57 Stat. 594), to adopt the minimum annuity 
retirement provisions then governing civil service retirement annuities, that is, 
an annuity equal to the average annual basic salary received by the employee 
during any 5 consecutive years of allowable service, at the option of the employee, 
multiplied by the number of years of service, not exceeding 35 years, and divided 
by 70. At that time provision was also made that the Department of the Navy 
should pay to the retired civilian faculty members such amounts as when added 
to the purchased annuities would make up a total annuity determined by this 
minimum formula. These amendments, however, were applicable only to per- 
sons retired after November 28, 1943, and did not affect the annuities of the civil- 
ian faculty members retired before that date. This latter group continued to 
receive annuities of $1,200 a year. 

Although cost-of-living increases were given in 1948 and in 1952 to persons 
then in a retired status under the civil-service retirement system, no similar 
increases were given to the civilian faculty members of the Naval Academy and 
Naval Postgraduate School then in a retired status. The act of February 28, 
1948 (62 Stat. 52), gave to persons in a retired status under the civil-service 
retirement system on the effective date of that act, April 1, 1948, an increase in 
their annuities not to exceed $300 a vear. The act of July 16, 1952 (66 Stat. 722), 
provided a further increase not to exceed $324 a year for persons then in a retired 
status under the civil-service retirement system, with the limitation that no 
annuity should be increased beyond $2,160 

The subject proposed legislation would provide cost-of-living increases in the 
annuities of retired members of the civilian faculties of the Naval Academy and 
the Naval Postgraduate School comparable with those granted under the act of 
February 28, 1948, and the act of July 16, 1952, to retirees under the civil-service 
retirement system. It would provide an increase of $300 a year to those civilian 
faculty members retired before April 1, 1948. There are now 10 members who 
were so retired. It would also give, in addition to that increase, an increase of 
$300 a year to all civilian faculty members now on the retired list, with the 
limitation that this further increase shall not operate to increase anv annuity to 
an amount in excess of $2,160. With that limitation six members would receive 
this latter increase. 

COST AND BUDGET DATA 


Enactment of this proposed legislation would result in an annual additional 
cost of $4,800, which represents & $600-a-year increase in 6 annuities and a 
$300-a-vear increase in 4 annuities. 

Sincerely yours, 
C. S. THOMAS. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed in parallel columns the text 
of provisions of existing law which would be amended by the various 
provisions of the bill. 





t 
u 
$ 
to 
as 
$ 
I 
9 
t 
* 
Q 
n 
= 
z 


4 INCREASING ANNUITIES OF CERTAIN TEACHING STAFFS 


EXISTING LAW 


Act of January 16, 1936 (49 Stat. 1092), 
as amended 


Section 1. That civilian members of 
the teaching staffs of the United States 
Naval Academy and Postgraduate 
School, whose employment commences 
from and after the date of approval of 
this Act, shall, as a part of their con- 
tracts of employment, be required to 
carry, during such employment, a de- 
ferred annuity policy, having no cash 
surrender or loan provision, from a joint- 
stock life insurance corporation, incor- 
porated under the laws of any State of 
the United States, which has a charter 
restriction that its business must be 
conducted without profit to its stock- 
holders. 

Sec. 2. Toward the purchase of said 
deferred annuity, each member of such 
teaching staffs shall be required to 
register a monthly allotment through- 
out the Navy Allotment Office, Navy 
Department, Washington, District of 
Columbia, equivalent in amount to 10 
per centum of his monthly basic salary: 
?rovided, 'That for each month such al- 
lotment is registered, the pay accounts 
of such member shall be credited 
monthly from such appropriations as 
may be made for this purpose with an 
additional sum equivalent to 5 per 
centum of his montbly basic salary. 

Sec. 3. The retiring age for all civil- 
ian members of the teaching staffs set 
forth in this Act shall be the 30th day 
of June following their sixty-fifth birth- 
day, or any date between their sixty- 
fifth birthday and the following 30th 
day of June upon which their employ- 
ment may be terminated: Provided, 
That in the discretion of the Secretary 
of the Navy, such retiring age may be 
extended to not beyond the seventieth 
birthday in individual and special cases, 

Sec. 4. Civilian members of the 
teaching staffs of the Naval Academy 
and Postgraduate School, who are so 
employed on the date of approval of 
this Act, may, at their own request, if 
made within sixty days thereafter to the 
Seeretary of the Navy, participate in 
the benefits under the provisions of 
sections 1 and 2 of this Act. Each 
such member of the teaching staffs 
who so participate and who, upon 
reaching the date of retirement as set 
forth in section 3 of this Act has an 
insufficient accumulation of premium 
payments to his credit to have pur- 
chased for him an annuity of $1,200 
per annum, shall be paid by the Secre- 
tary of the Navy from such appropria- 
tions as may be made for such purpose 
such amounts that, together with his 


THE BILL 
Section 1. * * * That the Act of 


January 16, 1936 (49 Stat. 1092), as 


amended, is further amended by adding 
thereto the following new section: 
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purchased annuity, will make his total 
annuity $1,200 per annum. Each such 
member of the teaching staffs, who so 
articipates and who is forced to retire 
lr physical incapacity prior to his 
reaching the prescribed retirement age, 
shall be paid by the Secretary of the 
Navy, from such appropriations as may 
be made for such purpose, such amounts 
which together with his purchased 
annuity, will make his total annuity 
equivalent to an amount, not exceed- 
ing $1,200 per annum, which would 
have been due him had the provisions 
of this Act been in effect on the date 
of his original employment: Provided, 
That each such member of the teach- 
ing staffs who is so employed on the 
date of approval of this Act and who 
is entitled to retirement and retirement 
benefits under the provisions of the 
Civil Service Retirement Act of 1920, 
as amended, may elect to continue 
thereunder, or he may elect to partici- 
pate in the benefits under the provisions 
of this section; but in the event that 
he elects to participate in the benefits 
under the provisions of this section, no 
further deduationn shall be made from 
his pay for credit to the civil-service 
retirement fund, and the Civil Service 
Commission shall close his account 
with such fund under the same pro- 
visions as though he voluntarily sepa- 
rated himself from the Federal service, 
except that the amount of such eredit 
wil be retained in the civil-service 
retirement fund and remain subject to 
claim by and payment to, him, his 
beneficiary, or his estate only in the 
event of his separation from the Federal 
service by death or otherwise before 
retirement under the provisions of this 
Act, and then only in the amount by 
which such credit exceeds the total 
amount of 5 per centum of his basic 
salary which may have been credited to 
his monthly pay accounts under the 
provisions of section 2 of this Act. 
Src. 4A. Each civilian member of the 
teaching staffs who is hereafter retired 
on or after reaching the age of retirement 
set forth in section 3 of this Act shall be 
paid a life annuity, terminable on his 
death, at the rate of the following total 
annual amount: The average annual 
basie salary, pay, or compensation 
received by such civilian teacher during 
any five consecutive years of allowable 
service at the option of such teacher, 
multiplied by the number of years of 
service, not exceeding thirty-five years, 
and divided by seventy. The retire- 
ment annuity pavable to each such re- 
tired teacher, under any annuity policy 
provided for by this Act, or under the 
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provisions of section 4 of this Act, shall 
be counted as payable on account of 
the retirement annuity provided in this 
section 4A, and the Secretary of the 
Navy shall pay to each such retired 
teacher, from such appropriations as 
may be made for the purpose, such 
additional sums, if any, as will bring 
the total annual sum paid to such re- 
tired teacher to the total annual amount 
jresceribed in this section 4A: Provided, 

hat nothing herein contained shall 
operate to reduce the retirement annuity 
which would have been payable to any 
such retired teacher if this section had 
not been enacted: And provided further, 
That no payments under this section 
shall be made to any member of said 
staffs who shall be entitled to retire- 
ment and retirement benefits under the 
provisions of the Civil Service Retire- 
ment Act of 1920, as amended, and shall 
elect, or shall have elected, to continue 
thereunder. 

Sec. 4B. Any civilian member of the 
teaching staffs to whom this Act applies 
who shall have served for a total period 
of not less than five years, and who, 
before becoming eligible for retirement 
under the conditions defined in the pre- 
ceding sections hereof, becomes totally 
disabled for useful and efficient service 
in his position, by reason of disease or 
injury not due to vicious habits, intem- 
perance, or willful misconduct on the 
part of the civilian member of the 
teaching staffs, shall upon his own appli- 
cation or upon the request or order of 
the Secretary of the Navy be retired on 
an annuity computed in accordance 
with provisions of section 4A of this 
Act. The annuity which the Govern- 
ment pays to a civilian teacher who is 
forced to retire under this section shall 
be the difference between his total 
annuity as computed under section 4A 
of this Act and the immediate life an- 
nuity to which he is entitled at the 
time of such retirement under the 
annuity policy provided by the Act. 
Every annuitant retired under the provi- 
sions of this section, unless the disability 
for which he was retired be permanent 
in character, shall at the expiration of 
one year from the date of such retire- 
ment and annually thereafter, until 
reaching retirement age as defined in 
section 3 hereof, be examined by a board 
of medical officers appointed by the 
Superintendent of the Naval Academy. 
If the annuitant is found to be suffi- 
ciently recovered for useful and efficient 
service in his position and if he is 
offered reemployment by the Superin- 
tendent of the Naval Academy, the 
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annuity being paid him by the Govern- 
ment shall cease immediately. If an 
annuitant who has been retired under 
the provisions of this section is subse- 
quently reemployed by the Govern- 
ment, the annuity being paid to him 
by the Government shall be terminated. 
If the annuitant is reemploved as a 
civilian teacher at the Naval Academy, 
the annuity which the Government will 
pay him at the time of subsequent 
retirement shall be the difference be- 
tween the total annuity, computed 
under section 4A of this Act, and the 
immediate life annuity which the total 
premiums, paid on his annuity contracts 
provided by this Act, would purchase. 
No person shall be entitled to receive 
an annuity under the provisions of this 
Act, and compensation under the pro- 
visions of the Act of September 7, 1916, 
entitled “An Act to provide compensa- 
tion for employees of the United States 
suffering injuries while in the perform- 
ance of their duties, and for other pur- 
poses,” covering the same period of 
time; but this provision shall not bar 
the right of any claimant to the greater 
benefit conferred by either Act for any 
part of the same period. 

Sec. 4C. Anv civilian member of the 
teaching staffs retiring under the provi- 
sions of this Act, as amended, may at 
the time of his retirement elect to 
receive in lieu of the life annuity to be 
paid by the Secretary of the Navy under 
the provisions of this Act a reduced 
annuity payable to him during his life, 
and an annuity after his death payable 
to his beneficiary, duly designated in 
writing and filed with the Secretary of 
the Navy at the time of. retirement, 
during the life of such beneficiary (a) 
equal to, or (b) 50 per centum of such 
reduced annuity and upon the death of 
such surviving beneficiary all payments 
shall cease and no further annuities 
shell be due or payable. The amounts 
of these two annuities shall be such that 
their combined actuarial value on the 
date of retirement as determined under 
the provisions of the Civil Service Re- 
tirement Act shall be the same as the 
actuarial value of the single life annuity 
provided by this Act. 

Sec. 5. Civilian members of the teach- 
ing staffs of the Naval Academy and 
Postgraduate School shall include in- 
structors, assistant chief instructors, 
chief instructors, assistant professors, 
associate professors, professors, and 
senior professors. 

Sec. 6. The Secretary of the Navy is 
authorized and directed to make such 
regulations as may be necessary to carry 
out the provisions of this Act. There 
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is hereby authorized to be appropriated, 
out of any money in the Treasury not 
otherwise appropriated, such amounts 
as may be necessary to carry out the 
provisions of this Act. 


CERTAIN TEACHING STAFFS 


THE BILL 


“Sec. 7. (a) The annvities payable 
under this Act to civilian members of 
the teaching staffs of the United States 
Naval Academy and the United States 
Naval Postgraduate School retired be- 
fore April 1, 1948, are hereby increased 
by $300 a year. 

*(b) In addition to the increase in 
annuities authorized by subsection (a), 
the annuities payable under this Act to 
all civilian members of the teaching 
staffs of the United States Naval Acad- 
emy and the United States Naval Post- 
graduate School retired before the date 
of enactment of this Act shall be in- 
creased by $300 a year. No such annu- 
ity, however, shall thereby be increased 
to an amount in excess of $2,160. 

*(e) The increase in the annuities of 
retired members of the teaching staffs 
of the United States Naval Academy 
and the United States Naval Postgrad- 
uate School authorized by subsection 
(b) shall not operate to increase the 
annuities of their survivors.” 


O 
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BATH CONGRESS | SENATE | Report 
1st Session No. 1231 


AMENDMENTS TO COMMUNICATIONS ACT OF 1934 
(PROTEST SECTION) 


JurY 28, 1955.—Ordered to be printed 


Mr. Pastore, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany H. R. 5614] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 5614) to amend section 309 (c) of the Com- 
munications Act of 1934 in regard to protests of grants of instruments 
of authorization without hearing, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The bill H. R. 5614 was passed by the House of Representatives on 
July 21, 1955. It amended section 309 (c) of the Communications 
Act of 1934, as amended. 

S. 1648, a companion bill, was introduced in the Senate at the 
request of the Federal Communications Commission. Detailed hear- 
ings were held on S. 1648 by the Subcommittee on Communications 
and the bill reported favorably to the full committee in the exact form 
as H. R. 5614 here reported. 


GENERAL STATEMENT 


H. R. 5614 amends section 309 (c) of the Communications Act of 
1934, as amended, so as to remove ambiguities; to make definite and 
certain, procedural and legal steps involved in protests; and to prevent 
the abuse of the protest procedure by persons who in furtherance of 
their own private economic interests are in a position to use the existing 
provisions of the section to delay the institution of radio or television 
services which the Federal Communications Commission, without a 
hearing, has approved as being in the public interest. Generally, the 
bill attempts to remedy the situation by three principal means: 

(1) Eliminating the necessity for holding full evidentiary hear- 
ings with respect to facts alleged by.a protestant which, even if 
55006 
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proven to be true, would not constitute grounds for setting aside 
the grant which the Commission has made; 

(2) Giving the Commission some discretion to keep in effect 
the authorization being protested where the Commission finds 
that the public interest requires the grant to remain in effect, 
but requiring the Commission to affirmatively find and set forth 
in a decision that the public interest requires the grant to remain 
in effect; and 

(3) Authority to the Commission to redraft issues urged by the 
protestant in accordance with the facts or substantive matters 
alleged in the protest. 

Section 309 (c) was enacted by the Congress as a part of the Com- 
munications Act Amendments, 1952, after extensive and exhaustive 
hearings. The FCC opposed the enactment of section 309 (c). The 
Congress, in adopting the provision, attempted to provide a means 
whereby any “party in interest" would have an opportunity to obtain 
& hearing before the Commission where he raises legitimate publie 
interest considerations which indicate that the authorization granted 
without hearing should not have been made. Under the present 
statute a protestant must satisfy the Commission that he is a “party 
in interest” and that he has specified with particularity the facts, 
matters, and things which he relies upon. If the protestant meets 
these threshold requirements, the statute requires that the application 
involved must be set for hearing on the issues set forth in the protest, 
as well as upon any other issues specified by the Commission. Pend- 
ing the hearing and the Commission’s decision on the protest, the 
Commission is required to postpone the effective date of the authori- 
zation which it has granted. ‘The statute provides an exception to 
this mandatory stay only where the Commission finds that the au- 
thorization involved is necessary to the maintenance or conduct of an 
existing radio or television service. In the latter event, the Com- 
mission is permitted to keep the authorization protested in effect 
pending the Commission’s decision after a hearing. 

After considering all of the data and testimony which has been 
presented to it concerning how the existing provisions have operated, 
the committee is convinced that the public interest requires prompt 
amendment of section 309 (c). This conclusion is based primarily on 
two factors: 

(1) Hearings which can in no way serve the public interest may have 
to be held. Under the court decisions, if a protestant establishes 
himself as a party in interest and sets forth with particularity the 
facts he relies upon, there is serious question whether the Commission 
has any choice but to designate the application for a full evidentiary 
hearing, regardless of the issues raised by the protest. (See Clarks- 
burg Publishing Company v. Federal Communications Commission, 
case No. 12441, U. S. App. D. C., decided June 9, 1955.) At the 
present time, the Commission may be required to hold a full eviden- 
tiary hearing, even though the facts alleged by the protestant, even 
if proven true, would not be grounds for setting aside the grant previ- 
ously made by the Commission. 

(2) The public may be deprived unnecessarily for a prolonged period 
of time of new radio or television service pending the outcome of the 
protest hearing. The Commission is now required, except where the 
continuance of an existing service is concerned, to stay the effective- 
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ness of any protested grant until it issues a final decision on the 
protest after a full evidentiary hearing. Even where there is a 
paning need for the service in question and little or no likelihood 
exists that there will be any grounds shown for setting aside the grant, 
the Commission is given no discretion to consider whether the public 
interest requires the grant to remain in effect. 

The committee also wishes to call attention to the fact that the 
term "party in interest" encompasses a wide variety of persons, all 
of whom have standing to file protests, and thus have the power to 
force the holding of full evidentiary hearings and to delay the insti- 
tution of new radio and television service. A radio station licensee 
may protest the grant without hearing of a radio station authorization 
or a television station authorization, and, likewise, a television station 
licensee may protest another television authorization. Moreover, 
even à newspaper with no radio interests is a party in interest with 
standing to protest the grant of radio or television authorizations 
which it alleges will cause it economic injury. 

However, H. R. 5614 does not attempt to limit those who have 
standing as a **party in interest" to file protests. It is the committee's 
opinion that such a limitation is not required if the Commission is 
given authority to curb the abuses of the protest procedure through 
the power, in appropriate cases, to dispose of protests without holding 
& full evidentiary hearing, and the authority to continue protested 
grants in effect where the public interest so requires. 

In the first place, this bill would amend section 309 (c) to make it 
perfectly clear that the Commission does have the authority to dispose 
of protests without holding a full evidentiary hearing where the 
Commission finds that the facts alleged in the protest, even if proven 
true, would not constitute grounds for setting aside the grant being 
protested. Thus, the amended section 309 (c) would pe&mit the 
Commission to demur to any or all of the issues which the protestant 
has raised. This authority would be akin to the power traditionally 
exercised by the courts to dispose of appropriate cases by a summary 
judgment. The committee believes that such authority is necessary 
in order that unnecessary evidentiary hearings may be avoided, and 
to prevent protestants from employing the protest procedure merely 
as a means of keeping a competitive radio or television service off the 
air. 

Secondly, section 309 (c) as amended by this bill (H. R. 5614) would 
permit the Commission, even where it is necessary to hold a full 
evidentiary hearing, to continue the protested grant in effect if the 
Commission affirmatively finds that the public interest so requires and 
sets forth the reasons for its determination in its decision. The com- 
mittee believes it is necessary and appropriate that the Commission 
be given this limited discretion. It must be recognized that there 
will be cases where protestants will plead facts to which the Commis- 
sion cannot demur, although, on the basis of all of the facts available, 
it is clear that the likelihood is extremely remote that the protested 
grant will ultimately have to be set aside. In such circumstances, the 
Commission should not be precluded from considering whether the 
ponte interest requires the protested authorization to remain in effect, 
ut the Commission must affirmatively find and set forth reasons in 


its decisions as to why the publie interest requires the grant to re- 
main in effect. 
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The committee is well aware of the very real inconvenience to the 
publie which would result if a protested grant is permitted to stay in 
effect and it is ultimately determined that the grant must be set aside 
and the service terminated. However, in exercising its limited discre- 
tion to continue a protested authorization in effect, the Commission 
would have to consider not only the need for the new service in ques- 
tion, but also the likelihood that the grant in question would ulti- 
mately have to be set aside. The committee feels that these require- 
ments will minimize the possibility of the public being deprived of a 
service on which it has come to rely. In any event, we do not believe 
that, to insure against the remote possibility that an operating service 
may have to be taken off the air, it is necessary or advisable to pre- 
clude any operation by a station pending a protest hearing regardless 
of any countervailing public interest considerations. 

Your committee was specifically concerned about the possible 
retroactive effect of enactment of this legislation upon pending protest 
proceedings. The Commission through its witnesses and in a letter 
made part of this report stated that where the Commission has 
already made a determination that a protest should be set for evi- 
dentiary hearing or that the effectiveness of a grant should be post- 
poned pending such hearing and the matter has proceeded on this 
basis, reconsideration of these determinations would not appear to 
be required and would normally appear to serve no public purpose. 
Your committee concurs with this view and construes this to apply 
to any protest on file with the Commission prior to the enactment of 
this bill. In addition, your committee agrees with the Commission’s 
view, however, that where it has finally acted on a protest and denied 
it, either with or without an evidentiary hearing, and where, as a 
result, the grantee has built his station and gone on the air, the Com- 
mission should have the authority, in the event its decision is sub- 
sequently reversed on appeal, to consider such further proceedings 
as may be required by the court’s decision in the light of the amended 
provisions of section 309 (c), if they have been enacted into law. 
Your committee feels this special authority is necessary in view of the 
real problems involved of depriving the public of established service 
upon which it has come to rely. Your committee feels, therefore, 
that the retroactive effect of this legislation shall apply only to those 
situations where the stations are now on the air and shall not apply 
to any other protest pending prior to the enactment of this bill. 


AMENDMENTS 


The Federal Communications Bar Association, in submitting its 
testimony on this bill, as well as on the companion bill, S. 1648, pro- 
posed two amendments which were adopted and made part of H. R. 
5614. These amendments were reported favorably by the Subcom- 
mittee on Communications considering S. 1648. One of the amend- 
ments provides that the Commission shall afford the protestant an 
opportunity for oral argument before it may eliminate as insufficient 
any issue which has been raised. The Commission indicated that it 
has no objection to this requirement being written into the statute. 

However, a question arose at the hearings concerning whether the 
oral argument required by this amendment would have to be held 
within 30 days from the date the protest is filed. The committee is in 
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agreement with the views expressed by the Commission that the 
amendment should not be construed as imposing such & requirement. 
Your committee believes the language of the bill, as amended, would 
permit the Commission to schedule oral argument upon the issues 
which it believes may be demurrable &t the earliest practicable time 
after the Commission issues its initial decision as to the nature and 
status of the protest. The Commission would, of course, have to 
decide within the 30-day period not only whether the protestant was 
a party in interest and had specified with particularity why it be- 
lieved the grant should not be made, but also whether particular issues 
should be immediately set for evidentiary hearing or designated for 
oral argument looking toward a decision on demurrer, and whether the 
grant in question should be stayed. 

Your committee believes that any other interpretation of this 
amendment would make the entire procedure unworkable. Your 
committee is convinced that in many cases the Commission would 
not be able to consider a protest and the oppositions which may be 
filed thereto, issue an order designating some or a f the issues for 
oral argument, hold this oral argument, and then issue a further 
decision disposing of the matters which were the subject of the oral 
argument, all within a 30-day period following the filing of the protest. 
Many of the protests which have been and will be filed contain a 
number of issues, some of which, even though they may be demurrable, 
involve serious and difficult questions of law and policy. The entire 
objective of affording a protesting party oral argument before demur- 
ring to any of the issues which he has raised would be defeated if the 
Commission were to be afforded inadequate time to give the necessary 
consideration to the arguments advanced by the party. In this 
connection it is important to note that once the Commission designates 
a protest either for evidentiary hearing or for oral argument, the 
provisions of the Communications Act with respect to separation of 
functions (secs. 5 (c) and 409 (c)) become immediately applicable. 
As a result, the Commission would not be able to receive assistance 
in disposing of the difficult questions which may arise at the oral 
argument from those members of the staff who had had some famili- 
arity with these problems, prior to its designation for oral argument, 
but would have to rely upon its review staff, which would have no 
—— contact or familiarity with the case. The committee has 
een assured by the Commission that it will expedite such proceedings. 

Under the existing statute there has been some doubt as to the 

Commission's authority to redraft the issues specified by the protestant 
in his protest. Such authority to redraft the issues is considered 
necessary since those set forth by the protestant may not accurately 
reflect the facts alleged in the protest and may include matters 
which are irrelevant to a determination as to whether the grant in 
question is in the public interest. 
_ The other proposed amendment to the bill (H. R. 5614) as well as 
S. 1648, (1) spells out the right of the Commission to redraft issues 
based on the facts alleged in the protest, and (2) makes it clear who 
has the burden of proof with respect to the issues in a protest hearing. 
The Commission has agreed to these changes. 

The committee heard detailed testimony from the Federal Com- 
munications Commission, a representative of the Federal Communica- 
tions Bar Association, a representative of the UHF Industry Coor- 
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dinating Committee, and from a number of individual broadcast 
operators. Although this testimony was heard on 5. 1648, it applies 
equally to H. R. 5614 because both bills are exactly the same. 

The comments of the Federal Communications Commission, Depart- 
ment of Justice, and the FCC Bar Association are set forth below. 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., March 21, 1955. 
The Vick PRESIDENT, 
United States Senate, 
Washington, D. C. 


Dear Mr. Vice Presipent: The Commission wishes to recommend for the 
consideration of the Congress a proposed amendment to section 309 (c) of the 
Communications Act of 1934, as amended. A proposed bill is attached as an 
appendix to this letter. The objective of the proposed legislation is to clarify 
the so-called protest rule contained in section 309 (c) which was incorporated into 
the Communications Act by the Communications Aet Amendments, 1952, 
66 Stat. 711, so as to obviate the use of the new procedure as a device for delay- 
ing radio station grants which are in the public interest while at the same time 
retaining the rule’s primary objective of providing interested parties with a means 
by which they may bring to the Commission’s attention bona fide questions con- 
cerning grants made without hearing. The Commission proposed a bill to amend 
section 309 (c) in the 83d Congress. It was introduced in that Congress as 
H. R. 7795, but no action on the bill was taken. 

Section 309 (c) now provides that all authorizations granted without a hearing 
shall remain subject to protest by any “party in interest” for a 30-day period. 
The protest must show that the protestant is a party in interest and must specify 
with particularity the facts relied on to sustain the protest. Within 30 days 
from the date of filing of a protest, the Commission must determine whether the 
protest meets these requirements. If the Commission so finds, it is directed to 
set the application involved for hearing on the issues specified in the protest as 
well as such additional issues as the Commission may prescribe. The protestant 
has the burden of proof and the burden of proceeding with the evidence on issues 
set forth in the protest and not specifically adopted by the Commission. The 
Commission is directed to expedite protest hearing cases, and the effective date of 
the Commission’s action protested is to be postponed until the Commission's 
decision after hearing, unless the particular authorization is necessary to the 
maintenance or conduct of an existing service. 

The protest rule has resulted in substantial delays in the construction and opera- 
tion of new television or radio stations authorized by the Commission without 
hearing. For any "party in interest" may file a protest and the term “party in 
interest" has been he!d by the courts to include existing stations in the same serv- 
ice as the grantee who might be adversely affected economically by the grant 
In addition, relevant court decisions appear to indicate that stations in other 
services or other persons who might suffer economic injury as a result of com- 
petition afforded by the new stations would be parties in interest entitled to pro- 
test. Furthermore, if the protestant shows himself to be a party in interest and 
details his objections to the grant, one interpretation of the present statute is that 
the Commission is required to designate the application for hearing on the issues 
specified in the protest and cannot dispose of the protest, as on demurrer, on the 
pleadings. The Commission has taken the position that where it finds that the 
matters raised by the protest would not require the grant to be set aside, even if 
the factual allegations are assumed to be proven, the protest may be disposed of on 
the pleadings or, where substantial legal questions are involved, after oral argu- 
ment on the legal issues, without designating the application for a full evidentiary 
hearing. However, it is recognized that the present language of section 309 (c) 
leaves in doubt the Commission’s authority to dispose of a protest on the basis of 
the pleadings or after oral argument. It is believed that the statute would be 
amended so as to make clear that the Commission has authority to demur to the 
pleadings, in order to insure that it would not be necessary to hold evidentiary 
hearings which could serve no useful purpose and which would therefore be con- 
trary to the public interest by delaying the initiation of a new or improved radio 
service. Such hearings, it should be indicated, not only delay the effectiveness of 
the particular authorization involved but also occupy the time and efforts of mem- 
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bers of the Commission’s limited staff who could otherwise be utilized in connection 
with other proceedings, including necessary hearings involving competitive tele- 
vision applications. 

There is also some question under the present language of section 309 (c) as to 
whether the Commission must, in designating a protest for hearing, include the 
precise issues which the protestant has set forth regardless of the manner in which 
such issues have been drafted by the protestant. The Commission has held that 
where the protestant’s issues are drawn too broadly or include matters not covered 
by the facts relied on, it has the authority to redraft the issues to reflect accurately 
the substantive matters raised in the protest. Here again, however, the Com- 
mission's authority is not entirely free from doubt, and a clarifying amendment to 
the statute is considered appropriate. 

As indicated above, the final provision of section 309 (c) makes it mandatory 
for the Commission, once a protest has been granted, to postpone the effective 
date of the Commission’s action to which protest is made until the effective date 
of the Commission’s decision after the hearing on the protest. The only exception 
to this mandatory stay provision is when the authorization protested is necessary 
to the maintenance or conduct of an existing service, in which event the Com- 
mission may authorize the use of the facilities in question pending the Commis- 
sion’s decision after hearing. This has required staying the effectiveness of ail 
authorizations for new facilities when protests have been granted, despite the 
fact that in some instances the public interest clearly required that the authori- 
zation remain in effect and the new series be inaugurated pending the outcome 
of the protest hearing. It is believed that an amendment is necessary which 
would give the Commission discretion to denv a stay in those cases where it can 
find on the record that the publie interest clearly requires such action. 

In order to obviate these diffieulties the enclosed proposal wouid amend section 
309 (c) to make clear that while any party in interest could protest a grant of a 
permit made without hearing, such protest would not automatically result in 
staving the effectiveness of the grant or require a hearing regardless of the merits 
of the claims advanced by the protestant. Instead, the proposed new language 
would provide that within 30 days of the filing of such a protest the Commission 
upon consideration of the protest, and any reply thereto, would issue a decision 
as to the legal sufficiency of the protest as to standing and the particularity of 
the matters alleged as grounds for setting aside the grant. In the event the 
Commissior finds in the affirmative as to these matters, it would be required to 
designate the application for hearing upon issues relating to all matters raised 
in the protest, except that the Commission could exclude such matters as to 
which it finds that, even if the facts alleged by the protestant were proven, they 
would not constitute grounds for setting aside the grant. The amendment fur- 
ther provides that if a protest is designated for hearing, the effective date of the 
grant shall be postponed, unless the authorization is necessary for the continu- 
ation of an existing service, or unless the Commission affirmatively finds, for 
specified reasons, that the public interest requires the grant to remain in effect. 
It is believed that the revised language would achieve the apnarent objective of 
the protest rule in affording interested parties an opportunity to bring to the 
attention of the Commission questions about grants made without hearing and 
to obtain a determination thereon. At the same time, it would avoid the utili- 
zation of the protest rule as a device for delay on the part of competitors. 

The Commission, therefore, recommends that section 309 (ec) should be amended 
as set forth in the attached proposed bill. The submission of this proposal to 
the Congress has been approved by the Bureau of the Budget. If there is any 
further information concerning this matter which the Commission can furnish, 
please do not hesitate to let us know. There are also attached the separate 
views of Commissioner Doerfer concerning this matter. 

GEORGE C. MCCONNAUGHEY, 
Chairman. 


SEPARATE VIEWS OF COMMISSIONER Jonn C. DOERFER 


Commissioner Doerfer believes that section 309 (c) of the Communications 
Act should be repealed in its entirety. It is inconsistent with the philosophy 
of the act which seeks to provide for the public interest within the framework 
of competition. 

“Plainly it is not the purpose of the act to protect a licensee against competi- 
tion, but to protect the public. Congress intended to leave competition in the 
business of broadcasting where it found it, to permit a licensee who was not 
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interfering electrically with other broadcasters to survive or succumb according 
to his ability to make his programs attractive to the publie" (the Sanders case, 
309 U. S. 470 (1940)). 

Experience has shown that section 309 (c) demands an undue amount of Com- 
mission time, is used primarily for delay by competitors, and accomplishes no 
useful purpose. In effect, it creates two attorneys general to protect the public 
interest, the FCC, and private parties. Governmental agencies are established 
upon the theory that they are competent and conscientious to protect the public 
interest. There is no more need for two attorneys general in such matters than 
for two district attorneys in a criminal case. 

If the Commission, through inadvertence, illegality, or impropriety, makes a 
grant, all that is necessary to protect the public interest is to call the Commis- 
sion’s attention to the facts and to submit evidence or indicate a source of proba- 
tive evidence to protect the public interest. Misfeasance, if any, on the part 
of the Commission should be dealt with directly not by the creation of an official 
kibitzer. The idea that the public should be denied a service pending selfish 
and self-serving maneuvers by competitors is wholly foreign to the American 
concept of administrative agencies. These were created primarily to expedite 
matters. Section 309 (ce) is an obstruction to the prompt expedition of many 
matters before the Federal Communications Commission. o illustrate: Re- 
cently out of 1,400 minutes of deliberation by 7 members of the Commission, 
397 minutes were spent considering protest matters, or a total of 28 percent of 
full Commission time. This constitutes a demand for an undue proportion of 
time on matters which eventually prove to contribute little, if anything, to the 
protection of the public interest. 


JUSTICE DEPARTMENT, 
June 23, 1955. 
Hon. WARREN G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Senator: This is in response to your request for the views of the D 
ment of Justice concerning the bill (S. 1648) to amend section 309 of the Com- 
munications Act of 1934, in regard to protests of grants of instruments of authori- 
zation without hearing. 

The bill would amend subsection (c) of section 309 of the Communications Act 
of 1934 (47 U. S. C. 309), which provides for the filing of protests to licenses 
granted, pursuant to section 309 (a), without a hearing. Under the present provi- 
sions of section 309 (c) the filing of such a protest postpones the effective date of 
the authorization until after hearing and decision by the Commission unless the 
authorization involved is necessary to the maintenance or conduct of an existing 
service, in which event the Commission shail authorize the applicant to utilize 
the authorization pending the Commission’s decision. The bill would change 
the existing law so as to permit the applicant to use the authorization not only 
when the use thereof is necessary to the maintenance or conduct of an existing 
service, but also if the Commission finds that the public interest requires that 
the grant remain in effect. 

Whether the bill should be enacted involves a question of policy concerning 
which this Department prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
Wituiam P. Rogers, 
Deputy Attorney General. 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington 25, D. C., July 11, 1955. 
Hon. Joun L. Pastore, 
United States Senate, Washington 25, D. C. 


Dear SENATOR Pastore: Pursuant to permission which you granted to the 
Commission on Thursday last to supplement its testimony with respect to 8, 1648, 
we are writing this letter to address ourselves to several of the problems which arose 
during the course of the hearing before your subcommittee. 

First of all, we should like to comment on the statement made by Mr. Benedict 
P. Cottone on behalf of the UHF Industry Coordinating Committee and object- 
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ing to the provision in the bill which would give the Commission discretion to 
authorize a grantee to utilize his facilities while a protest hearing is proceeding 
where the Commission “affirmatively finds for reasons set forth in the decision 
that the public interest requires that the grant remain in effect.” As we under- 
stand Mr. Cottone’s pipan to this proposal, it is primarily based upon his con- 
tention that where the Commission has found a protest must be set for evidentiary 
hearing, it is inconceivable that the public interest would not require the protested 
grant be stayed. This position in turn apparently rests upon Mr. Cottone's 
assumption that where the Commission is unable to demur to an issue, it must 
be assumed that the issue raises such substantial questions of public interest that 
it would not be appropriate to permit the grant to become effective until the issue 
is resolved. 

We think this argument misconceives both the nature of the demurrer procedure 
end the limited scope of discretion which the amendment in question would give 
to the Commission to refrain from staying the effectiveness of a protested grant. 
While the power to demur to individual issues set forth in a protest is a valuable 
one, it is limited by the requirement that all unresolved questions of fact must, 
for the purposes of the demurrer, be assumed to be as protestant alleges. This 
will inevitably mean that there would be situations where an evidentiary hearing 
will still be required to resolve these issues of fact even though, on the basis of 
information supplied by the opposing parties or otherwise known to the Commis- 
sion, the likelihood is extremely remote that the protested grant will ultimately 
have to be set aside. In the second place, there appears to be an assumption 
that the Commission would exercise its discretion to keep protested grants in 
effect as a matter of course. It is clear, however, from the language of the pro- 
nosal itself, that the Commission would be authorized to exercise this discretion 
only where considerations of public interest so required. 

It must be kept in mind in considering this problem that, from the standpoint 
of those protestants whose principal concern is protecting themselves from com- 
petition, the stay of the grant’s effectiveness is a primary objective of the protest. 
Therefore, it ean be expected that such protestants will, to the extent possible, 
include factual allegations in their protests which will have to be resolved by 
an evidentiary hearing rather than upon demurrer. Their success in such endeav- 
ors, however, will by no means necessarily indicate any probability of success 
in proving that the grant would not serve the public interest. On the contrary, 
as indicated above, the Commission will in many cases be in possession of informa- 
tion strongly indicating the probable invalidity of the protestant’s claim, and 
yet be unable to dispose of it without an evidentiary hearing. It is not a suffi- 
cient answer to say that since a protest must be filed under oath it may be assumed 
that the facts alleged therein are necessarily or even probably correct. As you 
are aware, there are innumerable situations where, even with the best of inten- 
tions, facts alleged to exist—particularly allegations based ‘‘on information or 
belief’’—in fact do not exist. The ingenuity of the protestant in pleading non- 
demurrable facts should not be confused with either the validity of the basic 
claim to which these facts relate or their relation to the public interest in author- 
izing new or additional radio facilities. 

It is for these reasons that the Commission strongly believes it must be 
afforded the limited degree of discretion it has asked to permit a grant to remain 
in effect where it affirmatively finds that the public interest so requires. And 
it must be stressed that this discretion to decide whether the effectiveness of the 
grant should be suspended is substantially less than that presently enjoyed by 
the Commission in passing upon petitions for rehearing or reconsideration under 
section 405 of the act and by the courts in considering requests for stays upon 
appeal. There have been several recent cases involving appeals from Commission 
actions in protest cases in which the courts, in the exercise of their discretion, 
have denied a request for stay pending appeal, but have in the very same order 
specifically indicated that the appeal presented substantial and serious questions 
of law. (See Signal Hill Telecasting Corporation v. Federal Communications 
Commission, Case No. 12211, C. A. D. C., Order of May 18, 1954; Channel 16 
of Rhode Island, Inc. v. Federal Communications Commission, Case No. 12537, 
C. A. D. C., Order of January 28, 1955.) In these cases the court recognized 
that in spite of the substantial issues found to be involved, the paramount con- 
sideration of the public interest required denying a stay. Similar considerations 
may be present at the time the Commission passes upon protests. And, as 
indicated above, there is no reason to assume that in all such protest cases, as 


in the two cited appeal cases, substantial issues of fact and law will necessarily 
be involved. 
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We are well aware of the very real inconvenience to the public attendant upon 
any removal from the air of a radio and television service once it has commenced 
operation. For that reason, the Commission, in exercising the discretion we are 
urging it be given, would not only consider whether the protested authorization 
is required to provide important services to substantial areas or populations 
which would otherwise have to do without, but also whether the issues designated 
for hearing present probable grounds for setting aside the Commission’s previous 
determination that the grant in question would serve the publie interest. We 
recognize that these judgments by the Commission will not always be infallible 
and that in some instances where the protested grant has heen allowed to go to 
effect, the Commission may after hearing determine that it must be set aside or 
the courts may on appeal reverse the Commission’s determination affirming the 
grant. However, we think it clear that the interest of the publie both in securing 
needed services at the earliest practicable moment and in not having established 
services upon which they rely subsequently terminated, can best be protected 
where these determinations are made on the basis of the disinterested exercise 
of the Commission’s discretion, subject to court review, rather than upon the 
basis of any automatic requirement for stay which does not take the paramount 
interests of the public into account 

We should also like to comment upon the question of whether the oral argument, 
which would be required under the bar association's amendment before the Com- 
mission could demur to a protest, would have to be held within 30 days from the 
date the protest was filed. The Commission does not construe the amendment 
proposed by the Federal Communications Bar Association as imposing any such 
requirement. We believe that a fair reading of the language of the bill as proposed 
to be amended would permit the Commission to schedule oral argument upon the 
issues which it believes may be demurrable within a reasonably short period 
subsequent to the Commission's initial decision as to the nature and status of the 
protest. Of course, the Commission would have to decide within the 30-dav 
period not only whether the protestant was a party in interest and had specified 
with particularity why it believed the grant should not be made, but also whether 
particular issues should be immediately set for evidentiary hearing or designated 
for oral argument looking towards a decision on demurrer 

We are stressing the interpretation the Commission intends to give to this 
proposed amendment because we are convinced that any other interpretation 
would make the entire procedure absclutelv unworkable. For we are convinced 
that in many cases the Commission will not be able to consider a protest and the 
oppositions which may be filed thereto, issue an order designating some or all of 
the issues for oral argument, hold this oral argument and then issue a further 
decision on the matters which have been there discussed, all within a 30-day 
period following the filing of the protest. It must be remembered in this connec- 
tion that many of the protests which have been and will be filed contain a number 
of issues, some of which, even though they may be demurrable, involve serious and 
difficult questions of law and poliev. "The entire objective of affording a protesting 
party oral argument after demurring to anv of the issues which he has raised would 
be defeated if the Commission were thus to be afforded inadequate time to give 
the necessarv consideration to the arguments of the parties 

Finally, with respect to the question of the possible retroactive effect of the 
enactment of S. 1618 upon protest proceedings which are presently pending before 
the Commission or on appeal in the courts, we wish to reaffirm the position ex- 

ressed in the letter to Congressman Harris which was read into the record last 

hursday by the Acting General Counsel. The Commission is of the opinion 
that in the absence of any congressional statement of intent on the matter, it 
might be legally possible for the Commission to reconsider previous determinations 
as to whether evidentiary hearings are required or the effectiveness of grants should 
be postponed. However, we do not believe that the public interest would be 
served by reconsidering these determinations in the protest proceedings still pend- 
ing before the Commission. "The only exception to this view which the Commis- 
sion has is with respect to cases where the Commission has issued a final decision 
denying a protest, either before or after hearing, and in which, pending a court 
appeal, the grantee has constructed its station and begun operation. Under these 
special circumstances the Commission believes that if it is reversed by the Court 
of Appeals, it should have the opportunity, in the event that the amendments to 
section 309 (c) have been enacted into law, to conduct any further proceedings 
upon the basis of the amended language of section 309 (c). 

I hope that the above comments will help to clarify some of the questions which 
arose during the course of the hearings before your subcommittee. If there are 





AMENDMENTS TO COMMUNICATIONS ACT OF 1934 11 


any further comments which your subcommittee may desire, the Commission will, 
of course, be pleased to provide them. I wish to reiterate that the Commission 
considers this proposal to be of extreme importance and we hope that it will 
receive prompt and favorable consideration by your subcommittee. 
Sincerely yours, 
George C. McConnavauey, Chairman, 


FEDERAL COMMUNICATIONS BAR ASSOCIATION 
Washington, D. C., July 14, 1955. 


Re S. 1648, proposed amendment of section 309 (c) of the Communications Act. 


Hon. Jonn L. PASTORE, 
United States Senate, 
Washington 25, D. C. 


DEAR SENATOR Pastore: At the recent hearings before your subcommittee, 
held July 7, 1955, on S. 1648, I presented the views of the majority of the executive 
committee of the Federal Communications Bar Association. One of the recom- 
mendations of the bar association was that S. 1648 should expressly provide for 
oral argument before the Commission prior to the decision by the Commission 
that, even if the facts alleged in a protest were to be proven, no grounds for 
setting aside the protested grant of an application are presented. 

The executive committee of the Federal Communications Bar Association 
agrees with the statements in the letter dated July 11, 1955, from Chairman 
George C. MeConnaughey to you that our proposed amendment to S. 1648 
stipulating that an oral argument be held is not intended to mean that the oral 
argument must be held within 30 days from the date the protest was filed, and 
that “the language of the bill as proposed to be amended would permit the Com- 
mission to schedule oral argument upon the issues which it believes may be 
demurrable within a reasonably short period subsequent to the Commission’s 
initial decision as to the nature and status of the protest. Of course, the Com- 
mission would have to decide within the 30-day period not only whether the 
protestant was a party in interest and had specified with particularity why it 
believed the grant should not be made, but also whether particular issues should 
be immediately set for evidentiary hearing or designated for oral argument looking 
toward a decision on demurrer.”’ 

The executive committee desires to call your attention to the fact that when 
the Commission has designated a protest for evidentiary hearing or for oral 
argument, the separation of functions provisions of sections 5 (c) and 409 (c) 
of the Communications Act become applicable, thus making it substantially 
impossible for the Commission to hold the oral argument within the 30 day 
period from the date the protest was filed 

Sincerely yours, 
Percy H. Russet, Jr., President. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


ACTION UPON APPLICATIONS: FORM OF AND CONDITIONS ATTACHED TO LICENSES 


Sec. 309. (a) * * * 

(c) When any instrument of authorization is granted by the Commission with- 
out a hearing as provided in subsection (a) hereof, such grant shall remain subject 
to protest as hereinafter provided for a period of thirty days. During such thirty- 
day period any party in interest may file a protest under oath directed to such 
grant and request a hearing on said application so granted. Any protest so filed 
shall be — on the grantee, shall contain such allegations of fact as will show the 
protestant to be a party in interest, and shall specify with particularity the facts relied 
upon by the protestant as showing that the grant was improperly made or would 
otherwise not be in the public interest. The Commission shall, within thirty days of 
the filing of the protest, render a decision making findings os to the sufficiency of the 
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protest in meeting the above requirements; and, where it so finds, shall designate the 
application for hearing upon issues relating to all matters specified in the protest as 
grounds for setting aside the grant, ercept with respect to such matters as to which the 
Commission, after affording protestant an opportunity for oral argument, finds, for 
reasons set forth in the decision, that even if the re alleged were to be proven, no 
grounds for setting aside the grant are presented. The Co ommission may in such 
decision redraft the issues urged by the protestant in accordance with the facts or sub- 
stantive malters alleged in the protest, and may also specify in such decision that the 
application be set for hearing upon such further issues as it may prescribe, as well as 
whether it is adopting as iis own any of the issues resulting from the matters specified 
in the protest, In any hearing subsequently held upon such application issues speci- 
fied by the Commission upon its own initiative or adopted by it shall be tried in the 
same manner provided in subsection (b) hereof, but with respect to issues resulting 
from facts set forth in the proiest and not adopted or specified by the Commission, on 
its own motion, both the burden of proceeding with the introduction of evidence and the 
burden of proof shall be upon the protestant. The hearing and determination of cases 
arising under this subsection shall be expedited by the Commission and pending hearing 
and decision the effective date of the Commission's action to which protest is made 
shall be postponed. to the effective date of the Commission's decision after hearing, 
unless the authorization involved i8 necessary to the maintenance or conduct of an 
existing service, or unless the Commission affirmatively finds for reasons set forth i 
the decision that the public interest requires that the grant remain in effect, in which 
event the Commission shall authorize the applicant to utilize the facilities or authoriza- 
tion in question pending the Commission's decision after hearing. 


O 





Calendar No. 1247 


847TH CONGRESS i SENATE { REPORT 
1st Session No. 1232 


ALEXANDER HAMILTON BICENTENNIAL 
JurY 28, 1955.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 1395] 


The Committee on the Judiciarv, to which was referred the bill 
(S. 1395) to amend the joint resolution to establish à Commission 
for the celebration of the 200th anniversary of the birth of Alexander 
Hamilton, approved August 20, 1954, having considered the same, 
reports favorably thereon with an amendment and recommends that 
the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 8, after the words “sums’’, insert the following: 


, not to exceed $150,000 in addition to the sum of $25,000 heretofore appro- 
priated,”’. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to authorize 
additional appropriations to assist the Alexander Hamilton Bicen- 
tennial Commission to carry out its plans for signalizing the 200th 
anniversary of the birth of Alexander Hamilton. 


STATEMENT 


The Alexander Hamilton Bicentennial Commission was created by 
Public Law 601, 83d Congress (68 Stat. 746), approved August 20, 
1954. The Commission has the duty of preparing plans and a pro- 
gram for signalizing the 200th anniversary of the birth of Alexander 
Hamilton. Any expenses of the Commission are to be appropriated 
by the Congress. 
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Pursuant to Public Law 601, the Speaker of the House of Repre- 
sentatives, on August 21, 1954, appointed the following Representa- 
tives as members of the Commission: 

Hon. Frederic R. Coudert, Jr., of New York, 

Hon. Thomas E. Martin, of Iowa. 

Hon. Peter W. Rodino, Jr., of New Jersey. 

Hon. John J. Rooney, of New York. 

Hon. Carroll Reece named to succeed Hon. Thomas E. Martin. 

The President of the Senate on November 17, 1954, appointed the 
following Senators to be members of the Commission: 

Hon. Harry Flood Byrd, of Virginia. 

Hon. Thomas C. Hennings, Jr., of Missouri. 
Hon. Irving M. Ives, of New York. 

Hon. Karl E. Mundt, of South Dakota. 

The President of the United States, on January 11, 1955, the 198th 
anniversary of Hamilton's birth, appointed the following persons as 
members of the Commission: 

Milton G. Baker, of Pennsylvania. 

Edward R. Burke, of Maryland. 

Mrs. Marie Coffin, of the District of Columbia. 
George M. Humphrey, Secretary of the Treasury. 
Laurens M. Hamilton, of Virginia. 

John A. Krout, of New York. 

Clark Haynes Minor, of New York. 

Mrs. Margaret W. Patterson, of New York. 

On February 1, 1955, at the call of the Secretary of the Treasury, 
the Alexander Hamilton Bicentennial Commission met in the Sec- 
retary’s office for the purpose of organization. Senator Karl E. 
Mundt was elected Chairman, and Representative Frederic R. 
Coudert, Jr., was elected Vice Chairman, pursuant to the terms of the 
law. Mr. W. Randolph Burgess, Under Secretary of the Treasury for 
Monetary Affairs, was named Secretary of the Commission, and Mr. 
Robert A. Dillon, of the Treasury Department, was named Assistant 
Secretary. 

At a public hearing on Thursday, June 30, 1955, conducted by the 
Standing Subcommittee on Federal Charters, Holidays, and Cele- 
brations, Hon. Karl E. Mundt, United States Senator from South 
Dakota, and W. Randolph Burgess, Under Secretary of the Treasury 
for Monetary Affairs, testified in favor of the proposed legislation. 
At that hearing, it was stated that it was necessary for additional 
funds to be appropriated by the Congress, to enable the Alexander 
Hamilton Commission to carry out an adequi ite program for the 
commemoration of the 200th anniversary of the birth of Alexander 
Hamilton occurring in 1957. The proposed budget submitted by the 
Commission calls for a total appropriation of $364,570.33. The 
budget calls for $271,053.67 for a staff of 18 persons, an allowance for 
travel of $31,000, the sum of $20,666.66 to reimburse General Services 
Administration for office rent, and the sum of $41,850 to cover all 
other obligations including office supplies, communications, service, 
and other necessary expenses of the Commission. 

The committee is advised that the work of the Commission will be 
to enlist the cooperation of patriotic, educational, professional, busi- 
ness, financial, historical, and learned societies and other interested 
groups; to correlate and coordinate their plans and activities into the 
overall program of the Commission. The budget submitted is for 
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the 30-month and 11-day period beginning July 1, 1955, and ending 
January 11, 1958. 

These plans for the activities of the Commission and undertaking by 
cooperating organizations include memorial meetings of official bodies 
in the States and certain cities; the publication of an authoritative and 
comprehensive edition of Hamilton’s papers, reissues by publishers of 
out-of-print works on Hamilton, preparation and publication of a 
popular biography and a volume of his significant writings on subjects 
germane to our times; nationwide essay and oratorical contests in high 
schools, colleges, and universities; special lectures on Hamilton and 
his contemporaries in institutions of higher learning; historical ex- 
hibitions and spec ial exhibits and displays s; and the issue of special 
coins, stamps, and medals by the proper authorities. 

Arrangements have be en mi ide with a leading university for the 
editing and publication with private funds of Hamilton’s papers. Be- 

cause sO many papers of great historic value relating to Hamilton and 

his contemporaries have long been lost to view, publication will be 
facilitated by a nationwide “Treasure Trove Search” which the Com- 
mission will undertake as one of its early and continuing activities. 

The value and importane e of this search for historie papers is indi- 
cated by the experience of the editors of the Papers of Thomas Jeffer- 
son. Although Jefferson ke pt a record of each letter he wrote or re- 
ceived, the publicity attendant on the publication of the first 10 
volumes of a projected 50 has brought to light enough new materials 
to require supplemental volumes for the period already covered 1 
that publishing project 

The committee is aware of the fact that the Commission has re- 
quested from the Bureau of the Budget an estimated $122,162 as 
expenses for the fiscal year 1956. This request is based upon a much 
larger authorization than is here allowed by the committee. The com- 
mittee intends that this authorization of not to exgoed $150,000 in 
addition to the sum of $25,000 heretofore spp ropriated will be for the 
entire life of the Commission, subject to further consideration of addi- 
tional authorization by the Congress if the need is demonstrated. 

The plans contemplated by the Commission will bring to the atten- 
tion of this Nation the principles underiving the tremendous contribu- 
tions to our present day well-being made by Alexander Hamilton. 
The committee therefore believes that this proposed legislation, as 
amended, is necessary and recommends that S. 1395, as amended, be 
favorably considered. 

Attached hereto and made a part hereof is a letter from the Secretary 
of the Commission addressed to Hon. Joseph C. O'Mahoney, chairman 
of the Subcommittee on Federal Charters, Holidays, and C Deli 'ations 
of the Committee on the Judiciary. 


ALEXANDER HAMILTON BICENTENNIAL COMMISSION, 
Washington, D. C., July 25, 1935. 
Hon. Josepr C. O’Manonry, 
United States Senate, Washington, D. C. 

Dear Senator O’Manoney: This is in response to your inquiry about the 
plans of Columbia University with respeet to the writings of Alexander Hamilton. 

Columbia University has announced plans to edit and publish the complete 
writi ngs of Alexander Hamilton. The compilation, which will require several 
years of research and editing, is to be published in 10 volumes by the Columbia 

Iniversity Press. The project, which will cost about $200,000, will be aided 
by recent grants made by the Rockefeller Foundation and Time, Inc. 
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The estimated sale price of each volume is approximately $10, or $100 per set. 
m will be through normal book Sahni. No free distribution is 

anned. 
7 As one of its early activities the Hamilton Commission plans to conduct a 
nationwide treasure-trove search for new and significant documents concerning 
Hamilton and his contemporaries. It is the hope of the Commission that this 
search will serve to focus public attention on Hamilton and the early history of the 


Republic and thus aid in getting support and attention for the other activities 
which are being planned for the bicentenary. 


The only commitment made to Columbia University and the Columbia Univer- 
sity Press by the Alexander Hamilton Bicentennial Commission is that the Com- 
mission will make available to Columbia copies of all documents relating to 
Hamilton becoming available through the Commission's activities. The Con. 
mission plans to give the Library of Congress — — of such documents 
(which are not expected to exceed a few hundred in number). At the same time 
it will provide duplicate photocopies to Columbia for use in its preparation of a 
definitive edition of the papers of Alexander Hamilton. 

Columbia University is now making photocopies of the known Hamilton 
manuscripts which exist in more than 50 collections in 18 university and public 
libraries as well as in the Library of Congress. This is being done at Columbia's 
expense. 

he Definitive Writings of George Washington were published in 40 volumes 
by the United States Commission for the Celebration of the 200th Anniversary of 
the Birth of George Washington as a congressional memorial to George Wash- 
ington. They were printed by the Government Printing Office between 1931 
and 1944. 

The only figures available on costs of publication immediately available are 
from the 1932 report of the Commission, when not more than 2 of the 40 volumes 
had appeared. At this point the accumulated costs of printing and binding 
totaled $71,170.74, less than 10 percent of the Commission’s expenditures to that 
date. No figures on the editorial cost to that date are given. 

Under the act setting up the Commission as amended June 23, 1934, it was 
provided that 3,000 sets of the Washington volumes should be printed. Of these, 
2,000 sets were to be sold at $50 per set to public libraries and institutions and 
societies of learning, with the remainder of the 2,000 sets to be sold generally at 
$75 per set. The other 1,000 sets were distributed to officials of the Federal Gov- 
ernment, Members of the Congress, and libraries in the executive department. 
What sets remained were to be distributed as the Library of Congress might direct. 
The usual number for congressional distribution and depositary libraries were not 
to be printed. 

The Government Printing Office is undertaking to establish the total cost of 
publication of the Definitive Writings of George Washington but that may not be 
available before the committee meeting. 

Sincerely yours, 
W. RANDOLPH BURGESS, 
Secretary, Alezander Hamilton Bicentennial Commission. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Pusuic Law 601—Avaust 20, 1954 (68 Start. 747) 
* > * * * * * 

SEc. 7. There are hereby authorized to be appropriated such sums [as may be 
necessary to carry out the provisions of this joint resolution, but in no event shall 
the sums hereby authorized to be appropriated exceed a total of $10,000. J, not to 
exceed $150,000 in addition to the sum of $25,000 heretofore appropriated, as the 
Congress may determine to be necessary to carry out the provisions of this joint 
resolution, 


* * * * * * * 
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